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ALL-WHEEL- DRIVE 
CONVERTED FORDS 


Tough Trucks for Tough Jobs 





Marmon-Herrington All-W heel-Drive converted Fords 
are built for really tough trucking jobs—the kind that are difficult, 


often impossible, for trucks of conventional drive. 


As thoroughly at home off the highway as on, Marmon-Herrington 
All-Wheel-Drive converted Fords stride through deep mud, sand or 
snow, up steep hills and grades, with amazing speed and ease. Regard- 
less of weather or terrain, these great sure-footed trucks can be 
depended on to carry men, materials and equipment—where you want 


them, when you want them . . . swiftly, safely, surely. 


Investigate the truly great advantages of Marmon-Herrington 
All-Wheel-Drive Trucks—the big 


Heavy-Duty models as well as the 








Ford conversions. See your near- 
by Marmon-Herrington dealer, 


or write the factory direct. 





MARMON-HERRINGTON COMPANY, INC.- INDIANAPOLIS 7, INDIANA 
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For Satisfactory Conversion Jobs Use 


BARBER BURNERS 


For efficiency comparable to that of “original equipment” 
gas-fired furnaces or boilers, many gas companies standard- 
ize on Barber Conversion Burners. These burners assure 
a tailor-made fit to the size and shape of the combustion 
chamber. In their direct flame application (without inter- 
vening refractory or radiant elements) they achieve the most 
economical and hottest heat available in any burner. 

Exclusive, patented, unsurpassed Barber Jets secure, by the correct 
pre-mixture of gas and air, the high intensity (1900° temperature) air- 
activated flame, literally scrubbing firebox walls, which assures complete 
combustion plus straight-line focus of all heat where it is most resultful 
—on the actual heating surfaces. 

Remember that if your customer now has thermostat and draft con- 
trols, these can easily be used in connection with our quick-acting gas 
valve, thus saving on automatic controls. 

Do not be misled by extravagant claims made for numerous untried 
conversion burners, with which the market is now flooded. For top satis- 
faction on your conversion jobs—recommend and use Barber Burners! 


—-— 





i 


@ Made in a complete range of 
types and sizes for both round 
or oblong furnaces and boilers 
—all models easily and properly 
adjustable to grate sizes. Listed 
in A.G.A, Directory of Ap- 
proved Appliances. Write for x 
Catalog and Prices on Conver- 


sion Burners, Appliance Burn- 





ers and Regulators. 


Install in S 
Installed in Round Furnace a, — seal 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 





e BARBERS?2““%SCBURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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| ghana policies of the Federal 
government have been getting much 
more than a cursory examination in re- 
cent hearings of the House Appropria- 
tions Committee, as well as the House 
Public Lands Committee. This, perhaps, 
is only to be expected since there has been 
a shift of congressional control, follow- 
ing a fairly long period during which 
administration reclamation policies were 
not checked too closely by a politically 
sympathetic Congress. 


AN amusing side light on this new 
spirit of inquiry on Capitol Hill came out 
recently while an important Interior De- 
partment official was chatting with a 
Republican Representative, preparatory 
to some hearings by the Interior Appro- 
priations subcommittee. The Interior of- 
ficial had been talking with the Congress- 
man about threatened cuts in Reclama- 
tion Bureau appropriations, pointing 
out how important the work of the 





© Harris & Ewing 
HUGH BUTLER 
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the Editors 


bureau is to the welfare of the nation. 
The Congressman agreed that it is im- 
portant ; but he observed that most of the 
administrative agencies, faced with ap- 
propriation reductions, had somewhat 
similar ideas as to the importance of their 
respective functions. 


‘BE that as it may,” said the Interior 
official lightly, “I think the importance of 
reclamation work is confirmed by the 
precedence of great antiquity. In fact, 
you will read in the Bible, in the Book of 
Genesis, that the first work of creation 
was a reclamation job.” 


Tue Congressman smiled and asked, 
“What was that ?” 


“W uy it was when the Lord separated 
the land from the waters. That was with- 
out doubt the most important reclamation 
work on earth. { might add that reclama- 
tion continues to be a matter of major 
importance.” 


It so happened that the Congressman 
was quite a Bible student himself, and he 
replied : 


“I AGREE with you as to the impor- 
tance of reclamation work, but I don’t 
believe that the separation of the land 
from the waters was the first work of 
creation. I seem to recall that on the first 
day the Lord said, ‘Let there be light,’ 
and that is the work we have been trying 
to follow out in these committee hearings, 
not only with respect to reclamation ac- 
tivity, but a number of other government 
functions.” 


NITED STATES SENATOR HuGH But- 
U LER of Nebraska is a member of 
Congress from the upper chamber, who 
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JOHNNY CAPACITOR’S KILOVAR ECONOMICS 7 


8 MILLION KILOVARS 
OF CAPACITORS 
CAN'T BE WRONG! 











JOHNNY SA YS: “Eight million kilovars of capacitors have already 
been installed in the United States. With system investments in the 
order of $200 to $500 per kilowatt—and rising—this is the time to re- 
duce your “blue chip” system investment and, at the same time, obtain 
valuable additional system capacity by of « tors. You can 
get quick delivery—and they can be installed for $10 a kilovar—or 





| 





less“I 


The cost of supplying on-the-spot kilo- 
vars has gone steadily downward. To- 
day this cost is only 25% of what it 
was 15 years ago. Contrast this with 
today’s rising cost of other equipment. 

By eliminating the transportation of 
kilovars through your lines, and sup- 
plying them at the load by capacitors, 
additional line and transformer capac- 
ity—up to 10% of peak, sometimes 
more—is immediately made available. 

Such a move can definitely postpone 
investment in additional generating, 
transmission, and distribution equip- 
ment. At the same time, there are a 


GENERAL 


$6 





) 


S 


large number of other system benefits 
to be obtained, such as: 

1. Reduction of system energy losses 
and general voltage improvement. 

2. Relief on overloads and low volt- 
age conditions on distribution circuits. 

3. Reduction in average cost of pur- 
chased power. 

A General Electric specialist will be 
glad to work with you on the applica- 
tion of capacitors to your system. For 
further information ask your G-E rep- 
resentative, or write today to Appara- 
tus Dept., General Electric Company, 
Schenectady 5, N. Y. 


ELECTRIC 
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8 PAGES WITH THE 


is also anxious to throw light on the trend 
in Federal reclamation policy. This was 
evidenced by his recent bill to recapture 
certain policy-making powers from the 
Reclamation Bureau and reserve them 
for Congress itself. When this bill was 
introduced, we recognized its possible 
major effect on future public power 
policy of the Federal government. We 
accordingly asked the Senator to give us 
his own analysis of the legislation he is 
sponsoring in the present Congress. The 
leading article appearing in this issue is 
the result. 


SENATOR BUTLER comes from a state 
where both public power and reclama- 
tion long have been leading issues. Born 
in Iowa in 1878, he graduated (BS) from 
Doane College at Crete, Nebraska, in 
1900. For eight years he was a construc- 
tion engineer with the Chicago, Burling- 
ton & Quincy Railroad, and thereafter 
engaged in flour mill and grain business 
in Omaha. Active in civic and fraternal 
organizations, he was governor of 
Rotary International from 1932 to 1933. 
He also has been active as a leading 
layman of Nebraska Congregational 
Churches. He was Republican national 
committeeman from Nebraska from 
1936 to 1940. During the latter year he 
was elected to the U. S. Senate and re- 
élected for another full term last No- 
vember (1946). 


Tue fact that Senator Butler is an en- 
gineer happened to remind us of another 
version of professional discussion about 
the works of creation mentioned in the 

300k of Genesis. It appeared that a 
doctor, lawyer, and engineer were once 
arguing in a lighter vein about which was 
the first profession. 


“MEDICINE, of course,” said the doc- 
tor. “The removal of Adam’s rib was 
surely a surgical operation which ante- 
dated any other professional act in 
history.” 


“You’RE wrong there,” said the engi- 
neer. “Separation of land from the wa- 
ters antedated the creation of Eve, if I 
recall correctly.” 


Tue lawyer broke in at this point and 
APR. 10, 1947 





EDITORS (Continued) 


asked, ““But what existed even before the 
separation of land from the waters?” 


, 


“NOTHING but chaos,’ 
neer. 


said the engi- 


“You see,” said the attorney, “who 
could have created chaos unless he were a 
lawyer?” 

ok * « ~ 


| C. Powers, whose article on utility- 

challenging aspects of improved 
street lighting begins on page 480, has 
been active in the fields of industrial de- 
velopment and public service continuous- 
ly since graduation from Amherst Col- 
lege in 1926. Starting as an associate 
editor with The Penton Publishing Com- 
pany, he later began his association with 
The James F. Lincoln Arc Welding 
Foundation in its work of stimulating 
scientific progress of the electric arc 
welding industry, and with the Com- 
pressed Air and Gas Institute in its edu- 
cational activities with respect to com- 
pressed air power. In his work with The 
Street and Traffic Safety Lighting 
Bureau, he collects and disseminates in- 
formation on modern street illumination 
as it contributes to the public welfare. 


* * * * 


printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


A“on the important decisions pre- 


AN appropriation to a reserve for post- 
war adjustments was allowed as an op- 
erating expense where its size was rea- 
sonable in relation to the probable amount 
of postwar costs resulting from amorti- 
zation and war operations, where the ex- 
penses involved in its creation and use 
were of the type properly chargeable as 
operating expenses, and where the meth- 
od of accounting resulted in charging ex- 
penses caused by war operations and the 
amortization practices against the reve- 
nues of the war period. (See page 65.) 


THE next number of this magazine will 
be out April 24th. 


K, QotitGee. 
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ANOTHER 


Other Firsts 
that Appeared First 
Ou America’s 
First Typewriio 


— Tt FIRST—In 1873—to menu- 
facture a practical typewriter. 

\ Personal Touch, instantly ed- 
7a Justabdle to your own typing 
touch for smoother typing. 

4 All Plastic Keys, ring-free and 
S2eg finger-titted for your comfort. 
Key Trip, @ flick of the finger 


! Instantly releases keys that are 
jammed through ea mis-stroke. 
—~———— Longer Writing Line gives up 

S to a full extra inch of typing 
width on al! carriage sizes. 


Unit Construction makes clean- 
A ing easier, assures longer life. 
Silent, Lighter Carriage Re- 

Y) 


turn, rolier-bearing mounted, 
makes typing easier, faster, 











iKeyboard 
Margin 





REMINGTON BRAND FIRST 
“Flick the Key... Set the Margin!°’ 


Keyboard Biargin Control has taken the typing world by storm .. . as 
evidenced by the spontaneous acceptance of and demand for the New KMC* 
Remington typewriter since its announcement less than six months ago! It is 
easy to see why typists—and executives—appreciate the new simplicity, the new 
ease of margin setting—on the keyboard! With KM it is only necessary to posi- 
tion the carriage, flick the KMIC keys to the right and left of the keyboard and 
margins are set instantly...exactly where they are-wanted. With such other 
Remington Rand triumphs as Personal Touch, Smooth, Easy Action, Key Trip 
and many other exclusive features, Keyboard Margin Control makes the New 
Remington a superb typewriter... one typists will use with pleasure...to turn 
out letters any executive will be proud to sign. See this new KMIC Remington. 


*KMC and Keyboard Mar- 
gin Controt Trademark. 
Copyright ey by 


Ine. Makers also of world-renowned Remington Rand Portable Typewriters 








ad 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE. oe over — 














OF BILL ANALYSIS 











Pie but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Toronte 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 




















Cyrus H. K. Curtis 
Founder, The Curtis Publishing 
Company. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“The main point with me has always been to get some- 
body who could do a job better than I could do it myself.” 


* 


“Because of the public temper, it seems to me the part 
of wisdom for labor and industry to avoid serious strikes 
in 1947.” 

* 


“Only the ineptitude of America’s labor government can 
prevent the technological expansion that now beckons the 
people to higher standards of living.” 


* 


“Full production with its consequent full consumption 
is the only means by which all controversies in economy 
can find a just and permanent equilibrium.” 


om 


“We can’t dump labor crises on the White House. To 
establish working harmony we've got to get labor rela- 
tions out of the White House, off the front page, and into 
an honest effort of fair-minded men to agree.” 


> 


“If state and local governments limit their outlay for 
public works and procurement to immediate needs and 
high priority public works, such as hospitals, they will 
restrain inflation now, while prices are high and supplies 
short.” 


* 


“Monopoly will destroy the competitive system. When 
the regulating effects of competition are lost, some other 
regulating agency must replace them. That agency is a 
government which, despite its own wishes, must become 
totalitarian if it is to perform the job.” 


* 


“We have busy and worthwhile years ahead, but let us 
not become so engrossed in our own personal businesses 
that we lose sight of our important duties as citizens, for 
the preservation of our free enterprise system compels 
the devotion and the concentrated attention of us all.” 


12 
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CAN HELP YOU SELL LONGER ‘HOURS | OF USE... 


SANGAMO DEMAND INSTRUMENTS 


Buipinc commercial load on the basis ° 
er ouraging longer hours of use yields the maximum return on investment. Rates in- . 
‘corporating measured demand also make the economies of added energy use 
@pparent to the customer. While the greatly increased popularity of modern 
gppliances offer considerable possibilities in this direction, they also create he 


oblem of new, unknown peaks. With measured demand, all guesswork as — 





to these peaks and their effect on adequate return on fixed costs i 


minated. Demand is measured simply, accurately, and economically 





Eereeno Lincoln-Type JW Combination Watthour-Demand 


This type of meter is but one of an extensive line 





SANGAMO 


ELECTRIC <i) COMPANY 


SPRINGFIELD ¢ ILLINOIS 
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Wa ter B. WEISENBURGER 
Executive vice president, National 
Association of Manufacturers. 


CuHarLes E. WILson 
President, General Motors 
Corporation. 


Epitor1AL STATEMENT 
The Journal of Commerce. 


NaTHAN L, MILLER 
General counsel, United States 
Steel Corporation. 


Epitor1AL STATEMENT 
The Seattle Daily Times. 


IRA MoSHER 
Board chairman, National Asso- 
ciation of Manufacturers. 


Murray SHIELDS 
Vice president, Bank of the 


Manhattan Company. 


Excerpt from “Pulling Together,” 


published by the National Small 
Business Men’s Association. 
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“While management is going all out to improve rela- 
tions with employees by every conceivable means, some 
leaders of organized labor seem to be doing everything 
in their power to promote discord.” 


> 


“T am sure that we will all be more prosperous and 
happy when thrift and industry have their reward, lazi- 
ness and dissipation their penalty, when the planning of 
the country is from the grass roots.” 


* 


“When Congress finally gets around to revising laws 
applicable to industrial relations, the current drive to re- 
open union contracts before they expire may well play 
an important part in shaping legislative and public opinion 
toward such legislation.” 


* 


“The power of collective action may endanger the very 
life of the community and destroy individual freedoms. 
Those who direct such action should be selected by demo- 
cratic processes, carefully safeguarded, and should be held 
to strict responsibility and accountability.” 


* 


“Cal Coolidge was away ahead of Judge Goldsborough 
when he said: ‘Nobody has the right to strike against the 
government anywhere, any time.’ But it’s been almost 
unconstitutional for anybody to hold an old-fashioned, 
simple American opinion like that for nearly a quarter of 
a century.” 


¥ 


“We will have to act quickly if we want to get back 
to collective bargaining, because the people will not tolerate 
further delay in getting the country back into production. 
Today management and labor still have the chance to de- 
cide for themselves; tomorrow somebody may make the 
decision for them.” 


> 


“Let no one tell you that a lower level of Federal ex- 
penditures is impossible for many experienced tax experts 
have suggested budgets, capable of adequately supporting 
essential government services, of from one-third to one- 
half the so-called minimum budgets advocated by many 
government officials.” 


> 


“We are opposed to the policy of the Federal govern- 
ment usurping fundamental states rights in creating vari- 
ous types of authorities such as the TVA and the proposed 
MVA with the resultant centralization of authority in 
Federal agencies competing with individual private 
enterprise and the removal of assessable property from 
state tax rolls.” 


XUM 
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Has Two Outstanding Aduaniages: 


1. BOND STRIP UNDER ARMOR 


Permanently low armor resistance is provided in sizes No. 14 and 12 AWG by use of a 
flattened, tinned copper bonding wire which is in contact with the under side of each 
convolution. These sizes now ore smaller ani lighter, since they use the smaller diameter 
Type R conductors of the 1947 National Elec'rical Code. 


2. PREFABRICATED BREAKING LINES 


The Cut Mark (at 112" intervals) shows the location of a prefabricated breaking line 
inside the armor. Only a few strokes of a file quided by the Cut Mark are required to 
cut through one outer ridge, and a bend by hand severs the armor. This results in a 
clean separation with no sharp edge—a safer, easier and faster job. The prefabricated 
breaking lines are so designed that there is no —— in tensile strength, bending quality, 
crushing resistance and electrical conductivity of armor. 


y CRESCENT & 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS: ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Units for Utilities... 





STATION No. 3 


ROCHESTER GAS AND ELECTRIC CORPORATION 


The C-E Unit, shown at the left, is now under construction in 
Station No. 3 of the Rochester Gas & Electric Corporation, 
Rochester, N. Y. It is the latest of six C-E Units installed in this 
station since 1936. 

The unit, largest of the six, is designed for a capacity of 
400.000 lb of steam per hr, a pressure of 775 psi and a total 
steam temperature of 835 F. 

It is a 3-drum boiler with extra dry drum followed by sepa- 
rate economizer and an air heater. The furnace is completely 
water cooled using both plain and finned tubes and is equipped 
with a basket-type bottom discharging to a sluice. The unit is 
pulverized coal fired employing Type R Horizontal Burners. 
A large superheater occupies the first pass of the boiler ahead 
of the convection surface. 

Another C-E Unit of 400,000 lb capacity, designed for a 
pressure of 1475 psi and 955 F steam temperature, has recently 


been ordered for a new station of the same company. —_B-117A 


o 
ENGINEERING 


200 MADISON AVENUE ° NEW YORK ° 
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Just Published! 


“ANATOMY of DEPRECIATION” 


® A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 


by 
LUTHER R. NASH, S.B., S.M. 


Author of "The Economics of Public Utilities,” “Public 
Utility Rate Structures," and numerous monographs 
and articles. For more than forty years, the author has 
been occupied with utility matters as engineer, man- 


ager, supervisor and consultant. 
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COVERING THESE IMPORTANT TOPICS 
@ Early Accounting History 
@ Retirement Accounting 
@ Straight-Line Methods 
@ Service Lives 
@ Interest Methods 
@ Reserve-Size Methods 


@ Treatment of Reserves 





@ Relative Advantage of Available Methods 








PUBLIC UTILITIES REPORTS, INC. 


—Publishers— 


Munsey Building Washington 4, D. C. 
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Grinnell’s modern pipe fabricating equipment includes this especially designed gas-fired radiant 
eat furnace, with full automatic temperaiure conirul, for beat treating high alloy steels, 
1000°F.— A new high record in final steam Special equipment such as heat treatment and 
temperature for public utilities—was specified bending furnaces with uniform temperature 
in the new steam generating unit for the Mis- control and distribution is essential for the 
souri Avenue Station of the Atlantic City proper fabrication of this alloy piping. 
Electric Co. As specialists in meeting the most exacting 
The fabrication of the Chrome-Moly Alloy requirements of prefabricated piping Grinnell 
Steel Piping for this record high temperature— has the engineering and metallurgical back- 
high pressure service called for a new high in ground and the shop facilities for handling any 
metallurgical research, welding, heat treating piping job. Write for NEW booklet “Prefabri- 
and bending procedures. cated Piping by Grinnell” 
GRINNELL COMPANY, INC. 
Executive offices, Providence 1, R. I. 
Branch warehouses in principal cities. 
Pipe Fabrication Plants: Cranston, R. L.; 
Atlanta, Ga.; Warren, Ohio 
= whenever PIPING isinvotveo 
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your job—a truck in which every unit is 
engineered and “.Job-Rated’”’ for the size 
and kind of loads you carry. 


Such a truck is more dependable. It will 
last longer. It will save you money on 


A TRUCK THAT your operating and upkeep costs. 


| @ “‘ Job-Rated”’ truck will be the right 
F I T Ss T H E J oO B oad 175 different Dodge chassis nth 
to give you maximum economy and 


SAVES MONEY! dependability. It will have the right one 


of 7 different engines. 


It will have the right one of 5 clutches, 
4 transmissions, 18 rear axles—the right 
units throughout to fit youR job... save 









HAT’S RIGHT . . . for a truck that will | YOU money! 
save you money, get a “Job-Rated” To get such a truck, see your Dodge 
truck. dealer . . . because only Dodge builds 


A “Job-Rated” truck is a truck that FITs **Job-Rated” trucks! 


DODGE DIVISION OF CHRYSLER CORPORATION 








Fit the Job...Last Longer.! 
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{ Gas Meters Association of Florida-Georgia will hold meeting, Boca Katon, Fla., Apr. 
25, 26, 1947. 





{ American Water Works Association, New York Section, ends meeting, Buffalo, N. Y., 
1947. 





§ American Water Works Association, Montana Section, will hold meeting, Havre, Mont., 
Apr. 25, 26, 1947. 





gq U. S. Chamber of Commerce annual meeting will be held, Washington, D. C., re! 


Apr. 29—-May 1, 1947. = 





9 Gas Appliance Manufacturers Association meeting, begins, Chicago, Ill., 1947. 





{ United States Independent Telephone Association, Executives’ Conference, begins, 
Chicago, Ill., 1947. 





4 Southern Gas Association begins meeting, Biloxi, Miss., 1947. 





49 American Water Works Association, Illinois Section, begins meeting, Chicago, Ill., 1947. 





49 American Gas Association, Natural Gas Department, will hold spring meeting, Chicago, 
Iill., Apr. 30-—May 2, 1947 





9 National Rivers and Harbors Congress will hold annual convention, Washington, 
D. C., May 2, 3, 1947. 





4 Indiana Telephone Association will hold convention, Indianapolis, Ind., May € 
7, 8, 1947, gl 








21 M q American Water Works Association, Indiana Section, will hold meeting, Indianapolis, 
Ind., May 7-9, 1947. 





4 Ohio Independent Telephone Association convenes, Columbus, Ohio, 1947. 
4 National Rural Electric Coéperative Association mects, Spokane, Wash., 1947. 











a 


4 Public Utilities Advertising Association begins arca meeting, Regions 1, 2, 3, Phila- 
delphia, Pa., 1947. 
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Courtesy, Washington Water Power Company 


Measuring Stream Flow for Hydro 


Scene taken on St. Joe river in northern 
Idaho during hydrology survey 
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Congress Must Reclaim 
Reclamation 


Control over reclamation policy and financing has 
slipped out of the hands of Congress. How can Con- 
gress get back these important powers? 


By THE HONORABLE HUGH BUTLER* 
U. S. SENATOR FROM NEBRASKA 


that most Americans want Con- 

gress to reassert its functions 
and to take back from the executive 
branch of the government powers 
given to that branch by less wary Con- 
gressmen in the high tide of the New 
Deal. 

Various attempts—some of them 
success ful—were made during the 78th 
and 79th Congresses, to introduce 
efficiency and order into the inefficiency 
and chaos which had been allowed to 


S INCE 1942, it has been apparent 





*For personal note, see “Pages with the 
Editors.” 


develop in preceding years. Half-heart- 
ed efforts were made by these two Con- 
gresses to recapture powers ceded to the 
Executive. But not until the convening 
of the 80th Congress last January did 
any of these attempts have a reasonable 
chance of success. 

One fertile field for congressional 
action to regain lost powers is the far- 
flung empire controlled in the far West 
by the Department of the Interior. 
Little known to most Americans, the 
Secretary of the Interior has under his 
jurisdiction more employees than the 
governor of any one state in the nation ; 
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he exercises influence in many spheres 
over an area larger than all Germany 
and France combined; and his office 
carries with it powers which, only two 
decades ago, would have been termed 
unbelievably great by the most “pro- 
gressive” or “liberal” political thinker 
in the land. 


Bee one field in which these powers 
of the Secretary of the Interior 
have grown out of all proportion to 
actual social need is that of reclama- 
tion. To understand the broad powers 
of the Department of the Interior in 
the field of reclamation, it is necessary 
for those who are unfamiliar with the 
problem to review the history of recla- 
mation policy in the past half century. 

The actual reclaiming of western 
arid lands by the United States gov- 
ernment began after passage of the 
Reclamation Act of 1902, the first defin- 
itive law on reclamation to be written 
by Congress. This act made it possible 
for the government to underwrite the 
construction of irrigation dams to 
some extent, but for thirty years very 
little cash was appropriated from the 
general treasury for this purpose. 
Funds used for irrigation came from 
the sale of public lands, oil royalties, 
grazing fees, and water-user repay- 
ments. There were no general fund ap- 
propriations for reclamation by Con- 
gress until the late 1930’s. 

Under the Reclamation Act of 1939, 
new projects may be undertaken only 
if, after investigation, the Secretary of 
the Interior finds them feasible under 
the formula set up in § 9 of the 1939 
act. If found feasible, appropriations 
for construction may—or may not— 
be made by the Congress. If not fea- 
sible under the formula, congressional 
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authorization is necessary before be- 
ginning construction of a project. 

It is significant to note that, since 
1939, very few projects have been 
found feasible by the Secretary. Con- 
sequently, little use has been made of 
the Secretary’s power to authorize 
projects under the existing act. This 
is because of the high cost even at 
prices prevailing prior to 1945. Today, 
costs of reclamation projects are ap- 
proximately 175 to 200 per cent of the 
cost of similar projects completed in 
the 1930’s. Therefore, under existing 
law, feasibility findings by the Secre- 
tary virtually are impossible for most 
new projects. 


Fee from the date of the passage 
of the Reclamation Act of 1939, 
a strong reaction against some of its 
more obviously harmful provisions 
has been gathering force throughout 
the area west of the Mississippi river. 

When I came to the Senate in 1940, 
I was committed to no particular pro- 
gram of reclamation, irrigation, or 
power development in connection with 
reclamation. But in the passing years, 
both as an irrigation farmer and as a 
student of government, I have been 
able to recognize the inherently bad 
features of the Reclamation Act of 
1939. I hardly need add that millions 
of other westerners have seen these bad 
features, too. Therefore, I know that 
the reforms I seek are not merely day- 
dreams. They are reforms based on 
the needs of millions of our fellow 
citizens and represent the hopes and as- 
pirations of the vast majority of the 
people who are most vitally affected 
throughout the area in which irriga- 
tion is a necessity and the Bureau of 
Reclamation holds sway. 
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As a result of my study and observa- 
tions, I introduced in the U. S. Senate 
on February 10, 1947, a bill (S 539) 
that, in effect, rewrites the Reclamation 
Act of 1939. Two days later, on 
February 12th, Representative Rock- 
well (Republican, Colorado) intro- 
duced an identical bill (HR 1886) in 
the House of Representatives. My bill 
was referred to the Senate Committee 
on Public Lands, while his bill, of 
course, was referred to the committee 
of the same name in the House. 

I have no hesitancy in saying that 
these two bills—identical in substance, 
but differing in the form of paragraph 
designation — were prepared and 
recommended by a committee of the 
National Reclamation Association. Be- 
fore introduction in Congress, they 
were approved by the board of direc- 
tors of the NRA and provisions of the 
new legislation had been discussed pro 
and con throughout the West. 


gw National Reclamation Asso- 
ciation is an organization more 
representative of the views and hopes 
of more westerners than any other 
single group in the West. It is com- 
posed of 180 water users’ organizations 
throughout the 17 states bisected by 
and west of the 97th meridian. Al- 
though it has only 2,800 individual 
members, it is still the largest purely 
public — but non-Federal — organiza- 


e 


tion interested in the water develop- 
ment of the whole West and not any 
particular section or private interest of 
that vast area. It is supported finan- 
cially by chambers of commerce, com- 
munity service clubs, and many “‘grass- 
roots” organizations. In addition, 9 
states appropriate money from their 
general funds to support the associa- 
tion. 

The association at its convention in 
Denver, Colorado, in November, 1945, 
adopted the following Resolution No. 
1, which is self-explanatory : 


WHEREAS, The intent of the Reclama- 
tion Act of 1939, as indicated by its legis- 
lative history, as viewed by the reclamation 
interests of the West, and as interpreted 
by the Bureau of Reclamation for five years 
following the adoption of the act, was that 
costs chargeable to power, in addition to 
operation and maintenance costs, should be 
sufficient to return to the United States the 
power construction costs plus interest at 3 
per cent per annum, which is described in 
the act as “an appropriate share of the 
construction investment’; and 

WHEREAS, The solicitor of the De- 
partment of the Interior, under an opinion 
given on September 29, 1944, held: 

.that a proper interpretation of § 9 of 
the Reclamation Act of 1939 and the Hay- 
den-O’ Mahoney amendment to the depart- 
ment’s Appropriation Act of 1939 require 
that the minimum rate schedule be such as 
to produce revenues sufficient only to meet, 
in addition to the return for operation and 
maintenance cost, an amount equal to 3 per 
cent of the power construction costs with 
the proviso that, if total revenues thus pro- 
duced are insufficient to repay all costs allo- 
cated to power to be repaid by power rev- 
enues, ‘other fixed charges’ must be included 
in the rate schedule to produce revenues 
sufficient to repay such costs...”; and 

WHEREAS, Although the solicitor’s 


“UNDbER the Reclamation Act of 1939, new projects may be 
undertaken ONLY if, after investigation, the Secretary of the 
Interior finds them feasible under the formula set up in § 9 
of the 1939 act. If found feasible, appropriations for con- 
struction may—or may not—be made by the Congress. If 
not feasible under the formula, congressional authorization 
is necessary before beginning construction of a project.” 
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interpretation of the 1939 act provides for 
minimum power rate schedules only, it 
nevertheless lays a basis for fixing costs 
chargeable to power, and adjusting rates in 
accordance therewith, contrary to the ac- 
cepted intent of the 1939 act at the time of 
its adoption, with results and implications 
of vital concern to the reclamation pro- 
grams and to the national interest; and 

WHEREAS, The application of the 
solicitor’s opinion, particularly to a broad 
program of basin-wide development, may 
have wide-reaching effects contrary to the 
intent of Congress and to the policies now 
and heretofore supported by this associa- 
tion, which have asserted the principle that 
power production should be incidental to 
reclamation and should return, in addition 
to its share of operation and maintenance 
costs, at least a sufficient amount to repay 
the power construction investment, plus 
interest as provided in the act, and, where 
possible, aid in returning the cost of the 
irrigation features where the latter, if 
charged in full, would impose a burden be- 
yond the ability of the water users to re- 
pay ; Now therefore, be it 

Resolved, By the National Reclamation 
Association, that the policy in reclamation 
development which would be effectuated by 
the opinion of the solicitor of the Depart- 
ment of the Interior, above mentioned, 
should not be permitted to prevail; and be 
it further 

Resolved, That this association hereby 
registers its belief in, and approval of, the 
intent of the law as originally interpreted, 
and directs its officers to seek the enact- 
ment by the Congress of legislation making 
such intent effective and rendering nuga- 
tory the opinion of the solicitor referred to 
herein, 


AX its convention in October, 1946, 
in Omaha, Nebraska, the associa- 
tion adopted a similar resolution, again 
calling on Congress to take action to 
rectify the mistakes made by the solici- 
tor of the Department of the Interior 
by his opinion on § 9 of the Reclama- 
tion Act of 1939. The association at 
that meeting appointed a committee 
which helped to draft the legislation I 
have introduced. 

The legislation I have introduced, it 
will be noted, arose out of the opinions 
of the solicitor of Interior interpreting 
§ 9 of the 1939 Reclamation Act and 
relates primarily to the application of 


power revenues from multiple-use 
Federal reclamation projects. The 
solicitor, among other things, held that 
the act did not specify any time within 
which costs allocated to power features 
of a project need to be paid. The re- 
payment period, he said, would be fixed 
by the Secretary of Interior within the 
“useful life of the project.” He further 
held that the interest component of 
commercial power rates, instead of 
going currently into the Treasury of 
the United States for the use of money, 
could be applied on the retirement of 
that portion of the project costs allo- 
cated to irrigation but allocable for re- 
payment from power revenues. This 
would be such aid as was necessary to 
cover irrigation costs which were be- 
yond the water users’ ability to repay. 

Such a pay-out plan is seriously 
questioned by many members of Con- 
gress; it is opposed by the National 
Reclamation Association as shown by 
resolutions passed by the last two an- 
nual conventions of the association and 
it appears unacceptable to the Bureau 
of the Budget which is a part of the 
executive office of the President. It is 
generally claimed by those who hold 
the latter view that the solicitor’s 
opinions did not reflect the intention of 
the Congress when it passed the 1939 
act; and it is feared that the effect of 
these opinions may strengthen the 
effort in some quarters to make of Fed- 
eral reclamation primarily a power pro- 
gram. It is perfectly obvious that 
future appropriations for multiple-use 
reclamation development are jeop- 
ardized until the issue can be clarified. 


ey is likewise clear, because of the 
present-day costs of reclamation 
and the fact that the least expensive 
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National Reclamation Association 


- National Reclamation Association is an organization more 
representative of the views and hopes of more westerners than 
any other single group in the West. It is composed of 180 water users’ 
organizations throughout the 17 states bisected by and west of the 97th 


meridian. . 


. . It ts supported financially by chambers of commerce, com- 


munity service clubs, and many ‘grass-roots’ organizations.” 





developments have been made, that 
some different formula for project 
authorization, based on principles fair 
to the entire country, is necessary. The 
test of feasibility and the procedure set 
up in the 1939 act have proved unwork- 
able. Witness the questionable and 
strained procedures approved by the 
solicitor’s opinions! Could it be that 
such financial juggling would become 
a precedent for government financing 
of other forms of public works, such as 
hydroelectric development by the De- 
partment of Interior at flood-control 
projects over the entire country? 

William Warne, assistant commis- 
sioner of the Bureau of Reclamation, 
recently said before the Public Lands 
Committee of the House: 


1. At the present construction prices, 
there are pitifully few projects that can be 
brought forward now to qualify automati- 
cally under § 9 of the 1939 act. 

2. Very few projects in recent years have 


come into the program in that manner. (By 
meeting the requirements for authorization 
of § 9 of the 1939 act.) 

3. I anticipate that the major part of our 
program in the future will come through 
authorization based on acts passed by the 
Congress. 

When Representative N. Poulson of 
California put this question: “Do you 
think you would have better success in 
getting appropriations if you had defi- 
nitely received authorization from the 
respective committees in the House 
rather than starting it entirely as a de- 
partment function?” Mr. Warne’s re- 
ply was: 

Well, I have found that an activity that 
bears the stamp of approval of the House 
and Senate in recent months gets the atten- 


tion of the Appropriations Committee more 
readily than other activities, yes, 


U NDER this situation, we sponsors of 
S 539 and HR 1886 have pro- 
posed new legislation which clarifies the 
issues growing out of the solicitor’s 
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opinions and provides new procedure 
which will make possible continued 
reclamation development, based on 
sound principles and which, it is be- 
lieved, can be defended before the 
country asa whole. My proposed legis- 
lation does these things: 


(1) Abrogates the authority of the 
Secretary of Interior to authorize 
reclamation projects, and places that 
responsibility in the Congress. The 
Secretary would be required to investi- 
gate proposed projects and prepare 
reports thereon in accordance with 
prescribed standards. The true con- 
struction costs of a project, the pay- 
out of such costs, and the engineering 
feasibility would be set forth in such 
reports. The reports would be sub- 
mitted, in accordance with the provi- 
sions of § 1 of the 1944 Flood Con- 
trol Act (Public Law 534, 78th Con- 
gress, Second Session), to the Presi- 
dent for transmittal to the Congress. 
Thereby, the affected states and local 
interests would be given full oppor- 
tunity to express their views and 
comments. The Congress would de- 
termine the economic justification of 
a project and authorize it for con- 
struction upon terms and conditions 
determined by it. 

(2) Any interest required under 
the bill would be at 2 per cent per 
annum. This is a reduction from 3 per 
cent per annum prescribed by the 1939 
act. 

(3) Project costs allocated to irri- 
gation and repayable by the irrigation 
water users may be paid in a period 
longer than fifty years, which would be 
fixed by the Congress, but with in- 
terest on any unpaid balance after fifty 
years. 

(4) Costs allocable to municipal 
water supplies or other miscellaneous 
purposes would be repaid in a period 
not exceeding forty years, together 
with interest at 2 per cent per annum 
on unpaid balances. 


(5) Costs allocated to commercial . 
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power features of a project would be 
amortized during the useful life of the 
project but within a period no longer 
than sixty-seven years with 2 per cent 
interest payable to the United States 
Treasury on unpaid balances for the 
use of money. 


(6) With respect to costs allocated 
to irrigation features of a project but 
allocable for repayment from power 
revenues, it is specified that the power 
rate shall be sufficient to provide the 
maximum aid to irrigation compatible 
with the cost of generation of power 
within the area served when such 
power is or could be generated by the 
most efficient or least expensive avail- 
able method. Such aid is only that 
available from power revenues with- 
in the rate level thus established and 
necessary to cover that portion of the 
irrigation cost which is beyond the 
ability of the water users to repay. 
The project costs allocated to irriga- 
tion but allocable for repayment from 
power revenues, like other irrigation 
costs, bear no interest for the first 
fifty years but carry interest at 2 per 
cent per annum on unpaid balances 
after the expiration of such period. 

(7) The Secretary is prohibited 
from applying the interest on con- 
struction costs of commercial power 
to aid in the repayment of any por- 
tion of the irrigation costs of a proj- 
ect unless specifically authorized to do 
so on a particular project by the Con- 
gress. 

(8) Provision is made for the 
write-off of costs which serve navi- 
gation, flood control, and fish and wild- 
life conservation to the extent and 
under the condition now permitted by 
law. 

(9) The Secretary isdirected toesti- 
mate the cost which can properly be al- 
located to recreation by reason of the 
provisions of new, enlarged, or im- 
proved facilities; or general salinity 
control; or silt control. Any one or 
all of these costs may be made non- 
reimbursable by the Congress in 
authorizing a particular project. 
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(10) Directives are contained in 
the two bills for the allocation of costs 
among project features. 

(11) Provision is made for the 
Secretary’s report, in estimating 
probable returns to the United States 
of the costs allocable to various fea- 
tures of a project, to estimate an ap- 
propriate share of annual maintenance 
and operation costs and an annual 
charge adequate to establish and main- 
tain a reasonable reserve for replace- 
ments. 


A’ could be expected—and as I knew 
before I introduced my bill—the 
Department of the Interior immedi- 
ately voiced opposition to the new 
legislation. There are many reasons 
why the department does not want any 
change in the Reclamation Act of 
1939, but I am sure most observers 
would agree with me that the biggest 
reason is that men always hate to lose 
power. My bill definitely would shear 
off some power from the executive 
branch of the government, particularly 
the Department of the Interior, and re- 
turn this power to the Congress. Asa 
matter of fact, the Congress never 
should have abrogated its powers in 
this respect in 1939 and, when we pass 
this legislation, we will simply be re- 
claiming functions which had always 
been used by Congress in the past. 
The points used by those hostile to 
the new legislation hardly can be called 
valid. The biggest single objection 


e 


raised to the new legislation so far is 
that “Congress wants more pork.” The 
simple answer to this objection is that 
my bill plainly provides that each new 
project shall be considered in separate 
legislation by Congress. This means 
that there will be no more omnibus 
legislation on reclamation projects, 
and I believe that a simple understand- 
ing of this fact refutes completely the 
charge that the new legislation is being 
pushed so that Congress can get more 
pork. In short, logrolling would be 
more difficult under the new legislation. 


As a matter of fact, the people of the 
far West who elect Congressmen do 
not need more pork, but tens of thou- 
sands of them do need more water. To 
the people of my state of Nebraska 
and to tens of thousands in other 
states, irrigation is an economic neces- 
sity. If they cannot get water by hav- 
ing needed irrigation projects, they 
cannot live on their land. Since, in 
many instances, there is a need for 
water and yet not enough water users 
to amortize a purely irrigation project, 
it is apparent that there must be power 
generated on some irrigation projects 
so that the whole expenditure may be 
repaid through the years. The Depart- 
ment of the Interior officials seem to 
feel, mistakenly I am sure, that they 
can follow a policy of furnishing pow- 
er through big projects, such as the 
Grand Coulee, and at the same time 


“THE average American perhaps realizes in a vague way the 
immensity of the task confronted by the government in de- 
veloping millions of new acres of farm land in the West by 
irrigation. But relatively few Americans know just how 
much money has been spent there and how much the govern- 
ment is obligated to spend under existing authorizations.” 
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purely irrigation projects can be de- 
veloped without corresponding power 
development. It is apparent to me and 
to other water users throughout the 
West that, if the Interior Department’s 
policies are followed, there will not be 
as much irrigation development as 
must be if the West is to grow. 


G Buse average American perhaps 
realizes in a vague way the immen- 
sity of the task confronted by the gov- 
ernment in developing millions of new 
acres of farm land in the West by irri- 
gation. But relatively few Americans 
know just how much money has been 
spent there and how much the govern- 
ment is obligated to spend under exist- 
ing authorizations. 

As of today, the estimated construc- 
tion cost of all the irrigation and power 
projects completed, in process of con- 
struction, and authorized to be con- 
structed totals $2,504,344,830. This 
huge sum is simply the Federal govern- 
ment’s share and does not include bil- 
lions of dollars invested by citizens in 
homes, personal property, and other 
improvements on the irrigated lands of 
the West. It can be seen, then, thatevery 
citizen—and not simply those of the 
West—has a great stake in formulat- 
ing reclamation policy. That is a big 
reason why the Congress, and not just 
a department of the executive branch 
of the government, ought to have once 
more the power to authorize, or to re- 
fuse to authorize, new projects. Weare 


not fooling around with trivial sums, 
but with huge sums that deserve the at- 
tention and consideration of all Con- 
gressmen interested in the fiscal 
sovereignty of the government. 

Just as important, Congress, 
through action on reclamation projects, 
is affecting the destinies of tens of 
thousands of citizens in every one of 
the irrigation states. These citizens 
elect their Congressmen. They do not 
elect the Secretary of the Interior. 
Therefore, they know in their hearts 
that their vital stake in reclamation 
problems would be safer in Congress 
than in the Department of the Interior, 
regardless of the kindliness, intelli- 
gence, or good intentions of the Secre- 
tary. 


I po not claim that the new legislation 
which I have introduced is letter 
perfect, and I am perfectly agreeable to 
making changes that can be shown to 
be necessary. One small change, for 
the purposes of clarifying the language, 
already has been suggested and it will 
be made. Other textual changes doubt- 
less will be made. But, unless I have 
good reason to believe that there has 
been a significant shift in the thinking 
of the millions of citizens who live west 
of the Mississippi river, I am con- 
vinced of the ultimate usefulness of my 
bill, and I believe that the Senate and 
the House of Representatives will en- 
act it into law within a reasonable 
period of time. 





for the vast expanding needs of our common welfare? Of course, there 


q “Way should we fear our ability to direct the energies of free enterprise 


are today problems resulting primarily from the tremendous job we did 
in the war. We can lick any problem we have if all groups will face it 
together with mutual determination to find the solution.” 


—W. AVERELL HARRIMAN, 
Secretary of Commerce. 
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Moving the Masses in the 


City of ‘Tomorrow 
Part II. 


In his concluding instalment, the author examines dif- 

ferent possible remedies for solving the city traffic jam 

and thereby assisting the transit industry to keep our 

municipal transportation circulation healthy and 
growing. 


By H. N. OLIPHANT* 


ANY cities, such as Detroit, 
M Indianapolis, Atlanta, and Los 
Angeles, impatient to get go- 

ing on their municipal major surgery, 
are undertaking stupendous programs 
of their own, without waiting for Fed- 
eral help. Among other things, these 
programs provide for the construction 
of three basic types of modern 
thoroughfares: (1) depressed or el- 
evated freeways with no traffic lights, 
no intersections at grade, with opposing 
streams of traffic separated by parks or 
malls, and with controlled movement 
at selected entry and exit points; (2) 
radial routes, which will radiate from 
the downtown “hub” like the spokes 
of a wheel, efficiently connecting the 





* Professional writer, New York, New 


York. 


central and outlying districts; and (3) 
belt lines, which will circle the central 
business district, the midtown area, 
and the outer edge of town, enabling 
traffic to move directly to the section 
nearest its destination. 

Admittedly, the programs will be ex- 
pensive. Detroit’s plan, calling for 168 
miles of expressways, will cost $131,- 
000,000. In addition, the Motor City 
wili spend $21,500,000 on the improve- 
ment of its public transit system. At- 
lanta proposes to shell out $47,700,000 
for right-of-way and construction costs 
on an elaborate street and freeway pro- 
gram, which includes the ripping up of 
streetcar tracks and the addition of 
many new busses and streamlined 
trolley coaches to its transit setup. Indi- 
anapolis has given its planners the green 
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light to start on a $27,000,000 city 
building program. Toledo’s celebrated 
“Toledo Tomorrow” project, which 
calls for an almost complete rebuilding 
of the city, is gradually getting under 
way. Houston, Portland, Seattle, Chi- 
cago, and other cities, after giving their 
financing tools a thorough resharpen- 
ing, are joining the fast-growing 
“Cities of the Future” parade. 


Sie ESE grandiose projects are heart- 
ening evidence that America’s 
cities have at last awakened to the fact 
that the only thing that can ultimately 
save them from self-destruction is a 
thoroughgoing job of major surgery. 
Top architects and city planning engi- 
neers warn, however, that it’s going to 
be a long time—perhaps a generation 
or two—before many of the indicated 
major operations can be completed. 
Meanwhile, they say, unless realistic 
and vigorous measures are adopted im- 
mediately, a lot of sickly municipal 
patients may literally wither away. 
First aid for our cities, therefore, is 
the planning engineer’s order of the 
day. 

What does this first aid for cities 
consist of ? Can it wipe out blight and 
decay? Can it arrest haphazard de- 
centralization? Can it restore new 
vigor and health to ailing communities ? 
The best way to answer those questions 
is to take a look at a couple of the cities 
which have tried it. Take Oakland, 
California, for example. 

Like most other U. S. cities, Oak- 
land (population, 300,000) first de- 
tected telltale symptoms of blight in 
its central business district in the late 
Twenties. Automobiles and _ trucks 
clogged the streets. Commercial areas 
were choked with stalled and indis- 


criminately parked cars. Free move- 
ment of people and goods was stymied. 
Rather than buck the honking chaos of 
the downtown district, people started 
doing as much business as possible in 
smaller, near-by communities. By 1931 
the loss in the volume of retail business 
had grown so acute that many of the 
city’s biggest merchants began survey- 
ing the outskirts for sites on which to 
build suburban stores, Several of the 
merchants decamped and set up stores 
in the suburbs. 


“— > downtown buildings,” re- 
calls Dudley W. Frost, man- 
ager of Oakland’s Downtown Property 
Owners Association, “looked pretty 
awful at that time. With their faces 
wrinkled and drooping, their window 
eyes covered with film, their many 
vacancies—altogether they reminded 
you of the smile of an old witch with 
every other tooth missing.” 

Frost and Harold D. Weber, another 
businessman and now general manager 
of the Oakland Chamber of Commerce, 
called a meeting of the city’s leading 
merchants, bankers, and property own- 
ers. “Decentralization,” Frost told 
them, “is undermining this town like 
gangrene. We've got to do something 
about it right now or we’re all going to 
wake up some morning and find we’re 
living in a ghost city.” 

The men organized a number of 
voluntary citizen groups, the most im- 
portant of which are the Downtown 
Property Owners Association and the 
Downtown Merchants Association. 
They went to work. The first thing 
they did was to call in experts on all 
phases of decentralization to investigate 
Oakland’s particular problems. 

“We had experts all over the place,” 
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Weber says, “and we studied their find- 
ings on practically every subject under 
the municipal sun. For instance, we 
had experts on local tax systems. With 
them we studied assessed property 
evaluations to find out whether they 
were excessive, inequitable, or not ad- 
justing themselves to changing condi- 
tions. With the very helpful codpera- 
tion of our city officials we made 
recommendations to redress the inequi- 
ties we uncovered. We studied build- 
ing codes, zoning laws, and made more 
recommendations.” 


M°: important of all the merchants 
associations’ studies, however, 
were on traffic congestion, its causes 
and cures. With the help of fellow 
citizens like Alfred J. Lundberg, presi- 
dent of Oakland’s Key (Transit) Sys- 
tem, and several of the country’s top- 
flight planning engineers they learned 
the basic facts about the techniques of 
moving people and goods, the funda- 
mental reason for a city’s being. 

“We found out,” says Weber, “that 
Oakland was dying of hardening of the 
arterials. Our first job, therefore, was 
to get our circulation system going 
again. We made origin and destination 
surveys to determine where people 
wanted to go. Then we made studies 
to determine the relative efficiency with 
which various types of vehicles use 


street space. In these latter studies, in- 
cidentally, our findings tallied exactly 
with the findings of many other cities, 
and they’re still valid for those cities 
today. 

“For instance, private automobiles 
always carry an average load of 1.7 
persons. Don’t ask me why that is, but 
it’s always so, and it will always come 
out 1.7 wherever you count your city 
traffic. Also, we found out that each 
person in a moving automobile occupies 
about 500 square feet of street space, 
and requires 140 square feet of parking 
space. Then, studying public transit 
efficiency with Mr. Lundberg, we dis- 
covered that a person riding in a street- 
car, trolley coach, or bus occupies only 
60 square feet, and needs no parking 
space. In other words, a person riding 
in a public transit vehicle uses street 
space 7 times more efficiently than a 
person riding in an automobile. That 
fact throws a lot of light on the traffic 
problem.” 


oe with these and other facts, 
the citizen groups and city offi- 
cials started administering first aid. 
Important streets were widened and 
improved. Curb parking was elimi- 
nated in most of the central districts 
during rush hours. One-way street 
patterns were devised. The use of pub- 
lic transit vehicles was encouraged. 


7 
“DetrROIT’s plan, calling for 168 miles of expressways, will 
cost $131,000,000. In addition, the Motor City will spend 
$21,500,000 on the improvement of its public transit system. 
Atlanta proposes to shell out $47,700,000 for right-of-way 
and construction costs on an elaborate street and freeway 
program, which includes the ripping up of streetcar tracks 
and the addition of many new busses and streamlined trolley 


coaches to its transit setup.” 
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chants are not unhappy about that. 


The idea of parking restrictions was 
not to discourage the reasonable use of 
private automobiles, but to discourage 
profligate abuse which hampered not 
only those others who really had 
good reason to drive their cars down- 
town but also the operation of the 
transit company which had to take the 
responsibility for moving the workers 
and the general public back and forth 
every day. 

To solve the parking problem, Web- 
er, Frost, and their fellow businessmen 
created the Downtown Merchants 
Parking Association, a model for 
cooperative community action. Here’s 
how Frost describes the unique setup: 
“It’s a nonprofit, cooperative organiza- 
tion, and any merchant can become a 
member without divvying up an initial 
fee. All he has to do is to agree to 
abide by the association’s bylaws. 
Membership is composed of stores, 
banks, newspapers, finance companies, 
professional men—in short, all classifi- 
cations of business conducted in down- 
town Oakland. The association started 
off by buying five downtown lots, one 
of them a deteriorating, unimproved 
block in the central business district. 
Today, we have six lots, and together 
they handle about a million and a half 
automobiles annually. Free parking is 
permitted until 6 pm for periods of 
one, one and a half, and two hours, 
depending on the location of the lot. 
After the free time, a charge of 10 
cents per hour or fraction is made. To 
get free parking, customers must have 
their parking tickets validated by a 
member of the association. But the cus- 
tomer does not have to make a purchase 
in order to have his ticket validated. 
The system gets many more potential 
customers in the stores, and the mer- 
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—o of parking are billed to 
merchant members on a pro 
rata basis, the monthly charge varying 
as the number of validations and 
operating costs increase or decrease. 
Each member is billed in accordance 
with the number of his validations each 
month. This cost, because of the plan’s 
complete success, has always been be- 
low 5 cents per car.” 

Was Oakland’s first aid effective? 
Let Mr. Frost answer that one. “By 
Pearl Harbor,” he says proudly, “after 
an 8-year improvement program, Oak- 
land’s downtown shopping district was 
completely rehabilitated — actually 
brought back to life. Property decline 
was stopped. In-town property values 
were put on the increase. Decentraliza- 
tion was effectually checked. Blight 
and decay ceased almost entirely. What 
we did here is something every citizen 
can be mighty proud of.” 

The war, perforce, canceled some of 
Oakland’s advances. In addition, the 
unleashing of thousands of private 
automobiles has severely taxed its 
horse-and-buggy streets. But the Cali- 
fornia city, thanks to the foresight and 
initiative of its citizens, is tackling its 
new problems with big reserves of 
economic stamina. 

“First-aid measures,” says Weber, 
“will continue. We’re going to further 
improve our streets, and we’re going to 
give our whole traffic mechanism a 
thorough overhauling. Also, our trans- 
it company, to provide a faster and 
more flexible service between resi- 
dential areas and the downtown sec- 
tion, has just taken on a new fleet of 
trolley coaches. Meanwhile, we’re pre- 
paring to subject Oakland to an exten- 
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City Building Programs 


a eens has given its planners the green light to start on a 

27,000,000 city building program. Toledo’s celebrated ‘Toledo 

Tomorrow’ project, which calls for an almost complete rebuilding of 

the city, is gradually getting under way. Houston, Portland, Seattle, 

Chicago, and other cities, after giving their financing tools a thorough 

resharpening, are joining the fast-growing ‘Cities of the Future’ 
parade.” 





sive job of major surgery, too. A great 
network of freeways is being designed 
and $15,000,000 in bonds has already 
been voted by the citizens to meet the 
city’s share of the construction costs.” 


| es ER city that can show evidence 
of the value of timely urban first 
aid is Philadelphia. Recognizing, short- 
ly after VE-Day, that the imminent re- 
turn of thousands of automobiles to its 
narrow streets would aggravate the 
city’s already serious congestion prob- 
lems, the city council, with the approval 
of Mayor Bernard Samuel, empowered 
the chief of the bureau of traffic engi- 
neering, Robert A. Mitchell, to organ- 
ize the Philadelphia Committee for 
the Relief of Traffic Congestion. 
Mitchell’s outfit, comprising repre- 
sentatives from the bureau of police, 
mass transportation companies, auto- 
mobile clubs, civic and merchants 


groups, immediately undertook an ex- 
haustive survey of downtown traffic 
conditions. In October, when the sur- 
vey was completed, the committee an- 
nounced several interesting findings: 

(1) During a typical weekday be- 
tween 8 AM and 6 pm 14,000 vehicles 
were parked on the curbs in the central 
district. These carried less than 24,000 
persons, only about 3 per cent of the 
more than 726,000 who go into down- 
town Philadelphia each workday. 

(2) Of the curb parkers, 63 per cent 
were downtown on business, 21.5 per 
cent for shopping, 4.6 per cent for din- 
ing and entertainment. 

(2) Although more than 78 per cent 
of the cars were parked for less than 
an hour, the 3 per cent that were parked 
for more than five hours occupied 18 
per cent of available curb space. 

(4) Of the shoppers, 75.4 per cent 


went to the area by streetcar, trolley 
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coach, and bus; 13 per cent by train; 
8.4 per cent by private automobile ; and 
3.2 per cent walked. 

(5) Twenty-six per cent of the shop- 
pers who used their own automobiles 
parked their cars in the street. Less 
than 3 per cent of the total shoppers, 
in other words, drove into the district 
and parked their cars at the curb. 


ee HESE findings,” says Mitchell, 

“bore out what traffic engineers 
have suspected for a long time ; namely, 
that the bulk of the city’s business is 
done by persons using public trans- 
portation vehicles. The survey also 
proved to downtown merchants the 
vital necessity of keeping our streets 
open for the free movement of people 
and goods.” 

The city council approved the com- 
mittee’s recommendations for first-aid 
measures, and on January 2nd these 
were put into effect. Parking was pro- 
hibited on virtually all streets in the 
central business district. In addition, 
Mitchell’s bureau reversed the flow of 
traffic on two main thoroughfares lead- 
ing to and from the central area from 
the west. One-way streets were desig- 
nated. Right and left turns were pro- 
hibited at certain intersections. Traffic 
lights were retimed. Police enforcement 
was tightened. “ 

These simple measures paid off. Be- 
fore-and-after surveys show, for ex- 
ample, that the time consumed in 
crossing central Philadelphia on street- 
car, trolley coach, or bus has been re- 
duced as much as 30 per cent. Report- 
ing one of the surveys, R. F. Tyson, 
executive vice president of the Phila- 
delphia Transportation Company, said, 
“On January 2nd, Philadelphia cleared 
up a shameful condition of street con- 


gestion at the city’s center which for 
years has been one of the causes of 
exodus of industry and distribution to 
outlying areas. During the morning 
and evening traffic peaks there are now 
three lanes of fast-moving vehicles on 
Chestnut and Walnut streets, whereas 
formerly these vital east-west arteries 
carried one or at most two lines of 
creeping traffic during the rush hours. 
Our traffic streams are flowing again 
and the whole city is patently health- 
ier.” 


, Mitchell, and the Philadel- 

phia City Planning Commission, 
however, are entertaining no illusions 
about the scope and character of the 
first-aid program. They realize that 
the measures taken so far are no more 
than temporary expedients, or, as one 
engineer describes them, “aspirin tab- 
lets for an old city headache.” Accord- 
ing to Dr. Harold M. Mayer, chief of 
the division of planning analysis, it’s 
going to take a lot more than aspirin 
tablets to cure the traffic headaches that 
Philadelphia and most U. S. cities are 
suffering from. 

“Moreover,” says Dr. Mayer, “when 
automobile production shifts into high 
gear our problems will increase many- 
fold. All our cities will clog up and 
stagnate unless we can effect some far- 
reaching changes in certain of our basic 
concepts of urban life. Awe-inspiring 
freeways and elevated and depressed 
radial thoroughfares will help. But 
we've got to remember that such de- 
velopments have a way of attracting 
maximum traffic almost immediately 
after they’re built. Given the best free- 
ways in the world, we'd still be con- 
fronted with the old problem of taking 
care of, that is, storing, vehicles after 
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they’ve been properly routed to their 
destinations. Put it this way: If all of 
the employees in a 10-story building 
drove to work in private automobiles, a 
building of almost the same size would 
be required to park their cars. Plainly, 
if everyone elected to use automobiles 
to go to work, we couldn’t possibly find 
room for parking them. 


a4 HAT does this mean? Simply 

this. If our cities want to 
avoid downright strangulation from 
the eventual release of millions of 
private vehicles onto our old-fashioned 
streets, we'll have to effect a radical 
change in our concept of the use of 
automobiles. Originally, we thought 
of the automobile as primarily a vehicle 
for pleasure. Gradually, during the 
Twenties and Thirties, we came to 
think of it as primarily a vehicle for 
business. Today, we are probably faced 
with the necessity of reverting to our 
original concept. As cities are built 
now—and they’re relatively perma- 
nent—there simply isn’t room for the 
swarms of automobiles that would de- 
scend on us if everybody used his car 
for business.” 

The answer? Dr. Mayer believes 
there are two. First, most of us will 
have to use public transit more and 
more, reserving our cars for week-end 
trips to the country, or for other special 
uses not requiring trips into the down- 
town areas. Perhaps we shall be able 
to drive to the outer fringes of central 
districts, park our cars, and then take 
a streetcar or trolley coach on into the 
business sections. Many cities have 
had considerable success with parking 
areas situated near public transit ter- 


minals, Philadelphia’s 69th street and 
Frankford terminals are good ex- 
amples. 

Second, Dr. Mayer believes, we 
ought to profit by lessons learned dur- 
ing the war and retain a system of 
staggered working hours, a device 
without which our swollen war produc- 
tion centers would have bogged down 
in hopeless traffic snarls. 


| bage all city planning experts, Dr. 
Mayer is, of course, aware that 
solving traffic problems alone is not 
automatically going to produce the city 
of the future. But unless we do solve 
them, he insists, all our other imposing 
plans for tomorrow’s brave new cities 
will doubtless come to zero. 

Happily, many of our cities are wak- 
ing up to the fact that first aid must 
come first, and they are doing some- 
thing about it. It is a genuinely hope- 
ful sign in an almost hopeless world. 
It proves that the city builder’s dictum 
is finally sinking in: Our cities are a 
basic, natural resource, like forests, 
soils, and rivers. They are an in- 
heritance which must be cherished and 
nourished, so that we can pass them on 
to future generations in a better con- 
dition we found them. 


we can pass on to our children 
strong and healthy cities in which 
they will find a more equitable sharing 
of knowledge, health, safety, respect, 
and character, in which they will have a 
real chance to grow to maturity with 
dignity and purpose, who knows? 
They might one day write the word 
“enduring” to the peace we are striv- 
ing to mold today. 
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The Challenge of Street Lighting 
To the Electric Utilities 


Despite the margin of human error, such as reckless and drunken drivers— 
neither the motorist nor the pedestrian can be held responsible for an in- 


creasing number of fatal and costly accidents. 


Here is a suggestion for 


not only preventing this toll of life and property but paying business divi- 
dends in the process. 


By ED C. POWERS * 


HE Street and Traffic Safety 

Lighting Bureau, in its intensive 

campaign to acquaint the public 
with the facts regarding the grave in- 
adequacy of present-day street lighting 
in the protection of the public, is re- 
ceiving active and widespread coopera- 
tion. Newspapers, civic organizations, 
parent-teacher groups, businessmen’s 
organizations, public safety commis- 
sioners, women’s clubs, and other like 
groups interested in the welfare of the 
community and the betterment of busi- 
ness, are taking an ever-increasing in- 
terest in the need for better lighting to 
save lives and provide protection from 
crime on the streets at night. 

Utilities are also fully aware of the 
need for better lighting. Their interest 
in this phase of public service that is 
equally beneficial to utility and citizen 
alike is due to the fact that utilities ap- 





*For personal note, see “Pages with the 
Editors.” 
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preciate their true place in the picture. 
Certainly, the utility has as much to 
gain from an ideal street-lighting set- 
up as the businessman who enjoys an 
appreciable boost in his profits and the 
citizen who reaps the benefits of ade- 
quate protection from motor vehicle 
accident fatalities and crime. 

Quite apart from the public relations 
value of cooperating in a project of 
vital interest to the community (a 
phase which should not be overlooked), 
is the dollar-and-cents aspect. 


Sb bew Illuminating Engineering So- 
ciety, in its forecast of postwar 
power needs, estimates that approxi- 
mately 2,000,000,000 kilowatt hours 
of power per year are now used to light 
the streets of the United States. This, 
in the average city, provides the 
amount of light that is recommended 
by lighting authorities for alleys. 

To bring street lighting up to 
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safety standards would require 8,000,- 
000,000 kilowatt hours of power per 
year, according to the Illuminating 
Engineering Society. This would mean 
an increase of 300 per cent in business 
to the utilities. Sales of electricity are 
far below what they could be if streets 
and highways were not still in the 
horse-and-buggy lighting stage. No 
intelligent person would think of sit- 
ting down to read a book by candle- 
light in 1947, yet he is jeopardizing his 
welfare many times more when he 
drives his car at 30 (or probably more) 
miles per hour on a street or highway 
so poorly lighted that he cannot stop in 
time to avoid the danger that looms 
out of the darkness. 

The average American has rarely 
seen an adequately lighted street. 
(There are not many in the United 
States.) Greensburg, Pennsylvania, is 
an example of what happens when he 
does. 

The citizens of Greensburg realized 
that they needed better lights on their 
streets, but they felt the cost would be 
too high to do a complete job at one 
time. A long-range improvement pro- 
gram was planned, but when a sample 
installation was made on one of the 
main thoroughfares and the towns- 
people saw what adequate lighting was, 
they chorused, “Give us light—now!”’ 
They were willing to pay the bill, and 
when the cost was estimated it was 
found to be only $1.95 per person per 
year—65 cents more per person than 
the old system. Considering the saving 
of lives and costs from the decrease 
in nighttime accidents and deaths, 
there can be no doubt of the benefits 
and profit from the Greensburg in- 
stallation. The public is willing to pay 
the price when it obtains something 


worth while for its money, and co- 
Operation between the citizen and the 
utility, when each assumes his respon- 
sibility, means ultimate profit for both. 


N°? community can afford the luxury 

of inadequate street lighting. 
The story of the costs in life, business 
profits, heightened insurance rates, and 
lowered morale, is not a pretty one. 

There were 10,140 nighttime motor 
accident fatalities in 1946 directly at- 
tributable to poor visibility. In 1941, 
the National Safety Council estimated 
the cost for each fatality (including in- 
juries and damage) was $43,000. The 
figure now, because of higher costs 
generally, would be much greater. 
Statisticians report that nighttime fatal 
traffic accidents cost $2,444 per mile 
per year. These losses are all reflected 
in increased insurance rates, which 
affect the private citizen, the business- 
man, and the utility alike. 

Poor street lighting is directly re- 
flected in the volume of business trans- 
acted in a shopping area. People, either 
local or transient buyers, are attracted 
by well-lighted shopping areas, where 
they can walk and park their cars in 
safety, and where their children are 
protected from the crime dangers that 
lurk in dimly lighted places. They are 
equally repelled by dark and dreary 
streets, and when there is a choice be- 
tween two such shopping districts, the 
lighted sections get the business — and 
the profits. With a rise in pedestrian 
traffic comes a rise in business property 
values. 

Everyone in the community pays in- 
directly for the grossly out-dated street- 
lighting equipment that is now the rule 
rather than the exception. They pay 
not only in dollars and cents, through 
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increased insurance rates, wage loss, 
and property damage, but they pay as 
highly and unknowingly through the 
generally lowered morale of a city 
where needless deaths and crime are 
frequent occurrences. It is the respon- 
sibility — and opportunity — of busi- 
ness, the public, and the utility to co- 
Operate in measures designed to raise 
the standards of the community to the 
highest possible levels. 


T HAT the country as a whole is wak- 
ing to the relation of adequate 
street lighting to public welfare is ap- 
parent : In many cities, newspapers are 
launching crusades for the moderniza- 
tion of lighting; national magazines 
and specialized publications are fea- 
turing articles on the same subject; 
chambers of commerce, Lions, wom- 
en’s clubs, and men’s business organi- 
zations are making this important 
phase of city improvement the subject 
of discussion and action. 

The Street and Traffic Safety Light- 
ing Bureau, in a nation-wide survey 


made last year, submitted a question- 
naire to police officials in cities with 
populations of 10,000 and over. 
Ninety-six per cent of those replying 
stated that in their opinion poor street 
lighting was a definite contributing fac- 
tor in the high nighttime traffic acci- 
dent rate, and 71.5 per cent admitted 
that their cities were inadequately 
lighted. 

In response to this ever-increasing 
demand, modern street lighting is find- 
ing a place on more and more city im- 
provement budgets. 

The march for light is on, and utili- 
ties with foresight are not only replac- 
ing obsolete equipment with modern in- 
stallations and enlarging their systems 
to take in new areas as rapidly as the 
availability of lighting equipment per- 
mits, but they are initiating interest in 
these improvements. A higher price 
for power is justified, and willingly 
paid for, when the community is re- 
ceiving something worth while for its 
money. 

That is good business. 








rN 





Government in Bargaining 


~~ MENTAL interference with collective bargaining 
continues. There is no longer any adequate justifica- 
tion for such interference. It is resented by workers. It is 
equally resented by most employers, particularly by those who 
are sincere in their belief in the superiority of the system of 
free enterprise to any other economic system. Most important 
of all, this continuance of governmental interference with true 
collective bargaining is grossly injurious to the efforts which are 
being made to restore our economy to robust health.” 
—GeEorGE MEANY, 
Secretary-treasurer, American Federation of Labor. 
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Nebraska, the Public Power State 


Part III. Is the Nebraska Public Power System a sound operation? 


Aside from engineering hazards, Nebraska’s “Little 

TVA” had to finance its own acquisition of private 

company properties (as distinguished from TVA it- 
self). Nevertheless the system is paying out. 


By JUDSON KING* 


of three independent PWA relief 

projects in Nebraska into an inte- 
grated, statewide, irrigation, flood- 
control, power system has_ been 
sketched. Many details of course in this 
space had to be omitted. There are 
two factors, however, which must be 
included—the municipal power plants 
and the Rural Electrification Admin- 
istration cooperatives, legally organized 
under the laws of that state as public 
power districts. 

In 1927 there were 298 Nebraska 
cities and towns which had electric 
service. Of these 242 were municipally 
owned and 56 were private. This large 
percentage of public plants was due to 
the fact that in former years small- 


I N two previous articles the growth 





* Director, National Popular Government 
League, Takoma Park, Washington 12, D. C. 


town service was not profitable enough 
to attract private capital and they had 
to build their own plants or go without. 
By 1937 with the growth of transmis- 
sion networks 69 towns had junked 
their small generating stations, mostly 
steam and costly, and had gone over 
to private companies because the serv- 
ice was more dependable, and some- 
times cheaper. This left 173 municipal 
systems in operation of which 99 were 
purchasing their current wholesale 
from the companies. In 1930 under 
the leadership of Attorney General C. 
A. Sorensen a law had been initiated 
and approved by popular vote greatly 
improving the legal status of munici- 
pally owned utility plants and author- 
izing them to issue revenue bonds. 

As to water supply there were 379 
municipal! and three private estab- 


483 APR. 10, 1947 








PUBLIC UTILITIES FORTNIGHTLY 


lishments in operation.’ Consequently 
the emergence of the Kingsley dam 
irrigation and power scheme with all 
it implied became a matter of concern 
to the municipalities in respect of both 
water and electricity. 

Since the days of the Granger move- 
ment of the 1870’s and the Sherman 
Antitrust Act of 1890, the western 
populace had been hostile to monopo- 
lies. During the 1920’s private utilities 
in Nebraska were buying up municipal 
plants and consolidation was increas- 
ing. A majority of towns refused to 
sell, but now the question arose wheth- 
er a statewide “public power octopus,” 
as the hydros were dubbed, would be 
any better. Guy C. Meyers was 
charged with paying too high prices 
for these private companies. A major- 
ity had faith in Senator Norris and 
were for public ownership per se so 
long as they kept their independence. 
However, they feared they would be 
swallowed up by the proposed Con- 
sumers-hydros grid combination. 

The result was widespread hostility 
to the new plan in which fear, personal 
jealousy, local pride, partisan politics, 
and false propaganda played their re- 
spective parts. Naturally the utilities 
and their operating staffs encouraged 
this resistance, not knowing what 
would happen to them. Some Diesel 
engine companies, normally foes of the 
utilities, did likewise. 

A long period of discussion and edu- 
cation was necessary. The district 
directors knew that the Ontario Hydro 
System had served as a model for 





1Consult Municipally Owned Utilities in 
Nebraska, by Dr. Paul J. Raver, Institute for 
Economic Research, Chicago, 1933, pages 1, 
3, 40; also, A Survey of Municipal Water and 
Electric Systems (State), University of 


Nebraska, 1937, pages 6, 122. 
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TVA. There a provincial hydro com- 
mission was wholesaling power to 284 
municipalities from a great transmis- 
sion network. So they made an in- 
vestigating trip to Ontario and found 
that the same hostility to unification 
had arisen among the municipalities 
of the province when that system was 
first proposed in 1906. But its technical 
and financial superiority had demon- 
strated its value. Average rates were 
lowest in the world for such an area 
and towns had not lost their independ- 
ence as feared since they did their own 
distributing. This information was 
broadcast along with full explanation 
of the Nebraska plan. When the munic- 
ipalities, whether served by their own 
plants or by private companies, were 
convinced that under the new order 
they could do their own local distribut- 
ing if they chose, resistance gradually 
lessened. 


The Rural Districts 


HE establishment of the Rural 

Electrification Administration in 
1935 brought powerful support to the 
hydros. Most farms were far apart, 
which means high distribution costs. 
Uncertain farm income because of 
drought and conditions before de- 
scribed made electrification risky. Low- 
cost wholesale power was a necessity 
for most REA districts. Both private 
and municipally owned plants were 
pricing wholesale current at around 
2 cents per kilowatt hour. The pro- 
spective hydro rate would be less than 
one cent, make thin territory feasible, 
and, among other things, supply power 
for pump irrigation; hence rural en- 
thusiasm. In 1938 a legislative bill 
threatened the hydros. Senator Ed. F. 
Lusienski on guard at Lincoln since 
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1933 gave the alarm. This brought over 
a hundred protesting farmers by auto 
and train to Lincoln within twenty- 
four hours in subzero weather. The bill 
was dropped. 

Today the 23 REA districts pay an 
average of 7.6 mills per kilowatt hour 
for their wholesale power and retail it 
at an average of 4.4 cents, about half 
the cost prior to REA. As of Novem- 
ber last they were operating 13,808 
miles of line and serving 30,689 con- 
sumers. Consumption jumped from 
14,000,000 kilowatt hours in 1941 to 
49,000,000 in fiscal 1946. Thirty- 
seven per cent of Nebraska farms are 
now electrified.? 


Customers’ Savings 


HE Consumers Public Power Dis- 

trict buys power wholesale from 
the hydros, now consolidated as the 
Nebraska Public Power System. Fol- 
lowing the acquisition of the 14 private 
systems during the period 1940-1943 
rate schedules were lowered by an ap- 
proximate average of 29 per cent. The 
legislative investigating committee, 
noted above, states : “During the period 
of its operation rate reductions aggre- 
gating nearly $1,500,000 in gross reve- 
nue have been made,” that is, up to 
September, 1944. (Page 27.) A policy 
of equalization and more uniform rates 
as between localities was adopted to 





2REA Monthly Statistical Bulletin 69, 
pages 3, 4, 5. 


e 


end sharp variations formerly prevail- 
ing. Auditor Raymond Arndt esti- 
mates that the various rate reductions 
have saved ultimate consumers a grand 
total of $3,500,000 up to the beginning 
of this year. 


Expansion of Irrigation 


sb now famous Kingsley dam, 
3 miles across and 167 feet 
high, named in honor of pioneer agita- 
tor George P. Kingsley, and next to 
Fort Peck the largest earth-filled dam in 
the world, has fulfilled all expectations. 
It has supplied July and August supple- 
mental water needed by the old irri- 
gation companies serving 70,000 acres 
in the Platte valley district. The new 
Central or Tri-County District has been 
retarded by lack of materials because of 
the war. Yet, 605 miles of main canals 
and laterals have been constructed 
which will irrigate about 220,000 
acres; 80,000 new acres were under 
irrigation by the end of 1946. The 
Reclamation Bureau is now making 
surveys looking toward the irrigation 
of several hundred thousand more 
acres from the surplus flow of the Loup 
river. 

Surrounding the cities of Scottsbluff 
and Gering in the extreme western part 
of the state lies one of the largest and 
most fertile projects yet developed by 
the Reclamation Bureau. It started in 
1910 and its water supply comes from 
dams on the Platte in Wyoming. Its 


had electric service. Of these, 242 were municipally owned 


C):-i 1927 there were 298 Nebraska cities and towns which 


and 56 were private. This large percentage of public plants 
was due to the fact that in former years small-town service 
was not profitable enough to attract private capital and they 
had to build their own plants or go without.” 
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history is not a part of this story ex- 
cepting that the Western Public Serv- 
ice Company, which served the area 
electrically, is now part of the Nebraska 
Public Power System. 


Taxes 


A’ usual in such conflicts, the report 
was widely circulated that, should 
Consumers take over the private com- 
panies, taxes by the latter would be 
discontinued and a general tax rise 
would be necessary to finance local and 
state institutions generally. The charge 
caused great anxiety, especially among 
schoolteachers and boards of educa- 
tion. 

The fear has not been realized. 
Consumers and the Omaha District, in 
lieu of taxes pay to municipal, school, 
and state bodies on the same basis as 
the utilities had formerly paid. They 
do not, however, pay Federal income 
taxes any more than other state in- 
stitutions, and there are no excess or 
other profits. The amounts paid in 
1946 by Consumers and the hydros 
appear in operating balance sheet sum- 
maries given below. 


Present Status and Prospect 
6 ib E over-all results of the Nebraska 
development after fifteen years of 

struggle may now be summarized. 
The state’s basic necessity, as em- 
phasized in my first article, was and is 
water for irrigation if agriculture is 
to survive and the state prosper. That 
need is beginning to be met. The cen- 
tral semiarid area has an assured sup- 
ply from storage and stream flow to 
keep in production 750,000 acres of 
fertile land. In addition, 150,000 acres 
of pump irrigation have come into 
production since Kingsley dam was 
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completed and Dr. George E. Condra, 
the state’s veteran authority on soil 
conservation, estimates that there is 
a total of 300,000 potentially fertile 
acres over the state which can be put 
into production by pump irrigation. 

Another basic need — ample, low- 
cost power—important to agriculture 
in this ageand to attract industry 
especially in processing farm and other 
products, is now being supplied. Fi- 
nally, danger from floods on the Platte 
is no more, The economic significance 
of all this to the welfare of the state and 
the nation needs no comment. That 
present results would have been im- 
possible without Kingsley dam and the 
electric system is shown by last year’s 
revenues : sale of water, $228,064; sale 
of power, $3,429,223. 


The 1946 Balance Sheets 


es the distributing sys- 
tem, after acquiring the 14 com- 
panies, set up 8 operating divisions, 
now reduced to 2, the eastern and the 
western. In addition there were 3 small 
divisions which are operated under a 
lease-purchase contract. 

Revenues for 1946 were $7,817,- 
417.39 for 320,744,687 kilowatt hours, 
sold at an average cost per kilowatt 
hour to domestic users of 3.2 cents, 
commercial, 2.7 cents, industrial, 1.3; 
nonoperating revenue, $104,778.39. 

Operating expenses were $4,211,- 
585.55; depreciation, $836,387.56; 
payments in lieu of taxes, $326,257.33 ; 
other deductions, $207,240.10; inter- 
est, $913,611.13, leaving a net balance 
of $1,427,114.11. 

The balance sheet as of December 31, 
1946, shows: assets, $48,328,833.55; 
current liabilities, $1,167,225.72; 
bonds outstanding, $38,565,000; re- 
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Establishment of the REA 


66’ I ‘HE establishment of the Rural Electrification Administration in 
1935 brought powerful support to the hydros. Most farms were 
far apart, which means high distribution costs. Uncertain farm income 


because of drought and conditions . . . 


made electrification risky. Low- 


cost wholesale power was a necessity for most REA districts. Both private 
and municipally owned plants were pricing wholesale current at around 
2 cents per kilowatt hour.” 





serves, $4,182,451.22; other liabili- 
ties, $236,323.89; accumulated net 
revenues, $4,177,832.72; total bonds 
paid from earnings, $4,264,000. 

The hydro system now operates 6 
water-power and 8 steam and Diesel 
stations. It wholesales power over 
1,241 miles of 115-kilovolt and lesser 
lines. Last year it sold 536,000,000 
kilowatt hours at an average of 6.5 
mills. 

In December, 1946, the system con- 
cluded a contract with the newly cre- 
ated Omaha District for interchange 
of power which, with the new 60,000- 
kilowatt steam plant noted below, 
which will be completed by the system 
in 1948, will give Nebraska a flexible 
power pool with a total connected 
capacity of 350,000 kilowatts. 

Combined revenues for 1946 were 
$3,719,180; operating expenses were 
$1,997,776.92; depreciation, $648,- 
813.11; taxes, $8,973.40, leaving an 


income in excess of expenses of $521,- 
285.34. 

Combined balance sheets for the 
hydro districts and the joint system 
as of December 31, 1946, are: utility 
plant, $70,448,236; investments and 
advances, $1,558,752; current assets, 
$5,891,354; deferred debits, $252,404; 
long-term debt, $45,521,915; current 
liabilities, $1,004,799 ; deferred credits 
and miscellaneous reserves, $688,075 ; 
depreciation reserve, $3,367,907 ; con- 
tributions in aid of construction, $25,- 
670,917; advances, $946,533; accu- 
mulated net revenues, $950,600. 


Swe financial status of the hydro 
system was further improved by 
an act of the 79th Congress which re- 
duced the interest rate on the Santee- 
Cooper, South Carolina, Grand river, 
Oklahoma, and Nebraska FWA loans 
from 4 per cent to 2.5 per cent, present- 
ly current in private utility financing. 
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Long-range financial solvency de- 
pends on future business, however, and 
after fifteen years of controversy we 
must still inquire whether this is a 
sound operation. The hydro system 
was recently put to a real test in this 
respect. Its generating capacity will be 
exhausted by 1949. To provide for a 
rapidly growing load the directors pro- 
posed to build a 60,000-kilowatt steam 
plant at Bellevue on the Missouri river 
south of Omaha and to finance it by 
issuing $10,000,000 of revenue bonds. 
Since the system was already obligated 
to the government in the sum of $42,- 
000,000 this addition required ap- 
proval by Major General Philip B. 
Fleming, FWA Administrator. It was 
not given until General Counsel Alan 
Johnstone and FWA staff had mi- 
nutely reviewed the present and pro- 
spective condition of the projects and 
a like examination and approval given 
by the Federal Power Commission. 
The bond houses of course made their 
examination with a net result that the 
bonds were sold at an interest rate of 
2.29 per cent, and construction is now 
under way. All of which appears to 
me to indicate that private bankers and 
government officials alike regard the 
Nebraska Public Power System as a 
sound proposition. 


Conclusion 


_ from the greater engineering 
hazards of a plains state, the dis- 


tinction between Nebraska’s “Little 
TVA” and its gigantic prototype is 
that, whereas purchases of private 
companies by the Tennessee project 
were secured by the Federal govern- 
ment, Consumers agency had to finance 
its purchases by the sale of its own rev- 
enue bonds as will the hydros in the 
future. 

This self-reliance sets a _prece- 
dent which may prove significant. 

Contemplating this unique experi- 
ment from a long-range viewpoint, we 
are forced to recall that a half century 
ago realistic scientists and statesmen 
warned that in this machine age na- 
tional survival depended upon forest 
and soil conservation and _ unified, 
multipurpose control of our rivers— 
most emphatically those in semiarid 
watersheds. 


peeve Pincuot, father of con- 
servation, and Senator Norris, its 
strong supporter, have departed this 
life but the venerable Dr. Condra of 
Nebraska University has lived to see 
the warring factions of his home state 
compose their differences and unite to 
meet the challenge in the only way they 
believed it could be adequately met. A 
final question: Can Nebraska hence- 
forth isolate itself any more than the 
original three projects could isolate 
themselves ? The Platte is an interstate 
stream, a chief tributary of the mighty 
Missouri which affects nine states. 





ae | 


PREDICT that if atomic energy is controlled, and we do not have a 
war, what will happen will be this: We will use atomic energy 


for civilian uses. The government will relinquish, and I think Congress 
will make it relinquish, rigid controls of that energy, once we have locked 
the bomb into the international safe, you might say, and thrown the 


key away.” 
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—J. Leroy JoHnson, 


U. S. Representative from California. 
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The Antidiscrimination Trend 
In State Legislatures 


Do public utility companies provide a proper test- 

ing ground for experiments in compulsory antidis- 

crimination orders affecting the employment of 
minority groups? 


By ROSCOE AMES* 


of the United States laid to rest 

a war-born executive committee 
against discrimination in hiring prac- 
tices. The President’s Committee on 
Fair Employment Practices, created in 
1941 by executive order to prevent dis- 
crimination because of race, creed, 
color, national origin, or ancestry, was 
erased by the simple process of refus- 
ing to appropriate more funds for it. 
Created peremptorily, in the heat of the 
war emergency, it never obtained con- 
gressional sanction beyond reluctant 
tolerance and limited appropriations. 
It proved of questionable value in weld- 
ing the nation together for the supreme 
effort of all-out war. 

The aims of the President’s com- 
mittee were high—to open employment 
vistas to the privileged and under- 
privileged alike; to live up to the let- 
ter and spirit of the principle that all 
men are created equal and have a right 


I Ess than a year ago the Congress 





*Labor relations analyst, Washington, D. C. 


to live that way. It sought to enforce 
stringent penalties for breaches of the 
employment ideals it stood for. The 
passing of the committee was mourned 
genuinely by those who looked upon its 
purpose as something very fine and 
worth while. Its demise was also 
greeted with some relief by many of the 
same people who realized that, in spite 
of its excellent aims, it had failed. 


H AVING been expelled from the Fed- 
eral picture, FEPC and its sup- 
porters have turned to the states and 
cities, to begin once again the long 
climb back to national prominence. 
Five states presently have antidiscrimi- 
nation statutes on their books, and two 
of these are seeking modification and 
strengthening. No less than twelve 
other states have had bills covering the 
same subject dropped into their hoppers 
during the current term of their legis- 
latures. At least three major cities have 
no-discrimination measures, and others 
are considering municipal bills. 
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It is enough of a trend to be taken 
quite seriously by utilities. For, when 
such legislation appears and is passed, 
its proponents frequently select the local 
utility as the “ideal” proving ground 
for the gospel it preaches. It has hap- 
pened before, with noteworthy conse- 
quences. It surely will happen again. 
Therefore, a closer look at what anti- 
discrimination laws mean to utilities 
would seem to be in order. 

The Federal FEPC did not work for 
a variety of reasons, For one thing, the 
government did not put its own house 
in order according to FEPC standards. 
Seeing this, private business often 
talked back to FEPC regulators, telling 
them in effect, “Physician, heal thy- 
self.” For another thing, FEPC ig- 
nored consideration of “accepted busi- 
ness practices” in hiring, and earned 
the wrath of employers who labeled the 
committee’s activities “unwarranted 
and impractical governmental inter fer- 
ence.” FEPC also ignored the human 
element, as reflected by workingmen 
and women who, morally correct or 
not, rebelled at what they considered 
intrusion upon their rights. FEPC 
often tried to force its program in deli- 
cate situations, sometimes precipitat- 
ing outbreaks of the very intolerance 
it sought to eliminate. 


O NE Washington, D. C., utility bore 
the brunt of such a forceful at- 
tack by FEPC right in the middle of 
the war. The Capital Transit Company, 
operating practically all public trans- 
portation in the crowded metropolitan 
Washington area, was selected as 
“guinea pig” for a wartime social test. 
In November, 1942, FEPC notified the 
company that its policy of hiring only 
white persons as streetcar and bus 
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drivers was discrimination, and or- 
dered the hiring and training of Ne- 
groes. The company needed men badly 
at the time, since the draft was cutting 
deeply into its operating personnel. It 
accepted FEPC’s direction by employ- 
ing two Negroes as driver-trainees. 
But the all-white transit union, made 
up largely of natives of the District of 
Columbia, Maryland, Virginia, and 
points South, refused to train the new 
employees. When FEPC insisted that 
the new men be retained and trained, 
the union threatened a city-wide strike. 
The pressure was then on FEPC to 
take the responsibility for tying up per- 
haps a million war workers in the nerve 
center of the country. Entirely un- 
official reports have it that only pres- 
sure stemming from the White House 
itself eventually made the committee 
acquiesce in stalling its own case. 

In another major case involving an 
allied public service industry, the 
FEPC tried to insist during the war- 
time man-power shortage that southern 
railroads employ Negro brakemen. 
This time the rail brotherhoods resisted 
the order. It led to widespread discon- 
tent, mass meetings, and in the opinion 
of many stirred up a great deal of un- 
necessary trouble. It never was en- 
forced. 

A similar impasse could arise in any 
city or state with a local FEPC law. 
Without the incentive of war to keep 
men on their jobs, an obstinate com- 
mittee could legally tie up a transit sys- 
tem, paralyze telephone service, inter- 
fere with gas and electric power dis- 
tribution. This suggests the argument 
that utilities are not “ideal” guinea pigs 
for social legislation at all. Their man- 
date is to render public service, when 
and where needed. Does not this far 
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outweigh the incidental angle of possi- 
bly beneficial social experiment ? 


| pee example, if a guinea pig non- 
utility—making shoes, ships, or 
sealing wax—were to fall sick and even 
die or at least suffer a long period of 
economic collapse, following an injec- 
tion of FEPC super toleration serum, 
the community as a whole might suffer 
distress but not paralysis. If on the 
other hand the guinea pig was a gas, 
electric, telephone, or transit company 
and the experiment proved to be a fail- 
ure, there is no telling how much in- 
jury the community might suffer be- 
fore the situation would be put in order 
again. 

This suggests that the granting 
of power to any board to carry out such 
experiments is a matter to be weighed 
far more carefully with respect to utili- 
ties than to other types of business. 

Does a utility not have also an obli- 
gation to the public it serves, to con- 
form to the group mores, in order to 
render the best service possible? When 
it hires a clerk in its front office, or a 
meter reader, an installer, or a repair- 
man, it must consider the impression 
that employee will make on its cus- 
tomers. Inevitably, though it seldom 
is justifiable, customers will form their 
opinion of the company on the basis of 
their opinion of the employee. If the 


e 


fellow is bright, cheerful, efficient, the 
customer perhaps thinks better of the 
company because of it ; if he is churlish, 
impolite, or sloppy, customers resent 
both the workman and the company 
which was indiscriminate enough to 
hire him. 

Aside from employee personality 
factors, which of course any good em- 
ployment manager can spot quickly, 
the company must cater to the quirks of 
personality of the customers as far as 
is consistent with efficiency. It must 
consider customers’ attitude toward 
race and color questions, as well as 
judge accurately the aforementioned 
mores of the community. 


thew judgment in hiring requires 
two particular types of discrimina- 
tion. For instance, it would be affirma- 
tive discrimination, and incidentally 
good public relations, foragas company 
to hire Negro meter readers to work in 
Negro neighborhoods, or Italian meter 
readers in predominantly Italian sec- 
tions. There, indiscriminate hiring 
might arouse proracial feelings. It 
would be negative discrimination to 
avoid sending Negroes in neighbor- 
hoods where their presence might 
arouse antipathies or prejudices, or, in 
other words, antiracial feelings. Only 
in case community mores in a certain 
locality were liberal or indifferent 


“THE President's Committee on Fair Employment Practices, 
created in 1941 by executive order to prevent discrimination 
because of race, creed, color, national origin, or ancestry, was 
erased by the simple process of refusing to appropriate more 
funds for it. Created peremptorily, in the heat of the war 
emergency, it never obtained congressional sanction beyond 
reluctant tolerance and limited appropriations.” 
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enough to permit a member of any 
minority to read meters without inci- 
dent could the company afford to be 
completely indiscriminate about hiring 
for this position. By “incident” we 
mean complaints, interference with 
service, and spite vandalism, directed 
at employee members of minority 
groups but affecting the company. 


(,;" utility service requires door- 
to-door satisfaction, and to get it 
the company has no alternative than to 
be discriminate in its hiring policies. 
Left to its purely economic choice, a 
utility would be better off if it could use 
more liberal employment practices. It 
would have a broader field for recruit- 
ing personnel, which is always a healthy 
thing. And, as already mentioned, it 
would be excellent public relations. But 
it does not always have such choice. It 
simply cannot move faster or further 
than the community attitude has 
moved. If it does, it runs into trouble. 
Some individual businessman may risk 
the censure of one segment of the pub- 
lic and move ahead of local mores, 
counting on heavier support from a 
more sympathetic segment of the pub- 
lic to counterbalance his loss. A utility, 
which must serve all without exclusion, 
obviously takes chances with its own 
good public relations if it indulges in 
any such crusading—particularly in an 
aggressive or sensational manner. So 
it must adopt employment policies 
which will be condoned if not approved 
by the great bulk of the customers it 
serves. Any way you take it, it is tick- 
lish stuff to handle. 

A good example of this is that same 
Capital Transit case in Washington, 
D. C. There the basic southern attitude 
not only has been countenanced by the 
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population for decades, but it has been 
implemented by act of Congress. White 
and Negro segregation in District 
public schools has been authorized by 
Congress. Funds for the dual educa- 
tional setup have been appropriated 
year after year without question. Con- 
gress has not seen fit to interfere with 
the unofficial discriminatory policy of 
Washington theaters and restaurants. 
The highest Federal court for the Dis- 
trict once specifically upheld a Wash- 
ington theater’s right to establish an 
exclusive admission policy. Ditto for 
the so-called “white covenant” in the 
sale of Washington real estate. Here 
even the U. S. Supreme Court winked 
its eye and “denied certiorari.” Even 
in the face of a current argument over 
racial discrimination at a local play- 
house, Congress has maintained a dis- 
creet silence and refused to get in- 
volved. It was in the face of all these 
firmly established mores of the District 
of Columbia that the FEPC chose to 
take the “progressive” step against a 
local utility. Naturally, it met with al- 
most dire results. A similar transit em- 
ployment situation in Philadelphia pro- 
voked an ugly race riot, although the 
FEPC was not involved in that. 


S TATE commissions against discrimi- 
nation can be equally arbitrary if 
they are given enforcement powers and 
have the temerity to use them. Quite 
often, however, when these commis- 
sions are manned by reasonable citi- 
zens who are not irrational zealots for 
the antidiscrimination cause, they can 
do the community a service through ad- 
vice and education. Such a commission 
can attempt to improve and uplift com- 
munity mores, to condition the com- 
munity toward a more liberal and tol- 
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THE ANTIDISCRIMINATION TREND IN STATE LEGISLATURES 











FEPC Turns to States 


66 Eyavinc been expelled from the Federal picture, FEPC and tts sup- 

porters have turned to the states and cities, to begin once again 

the long climb back to national prominence. Five states presently have 

antidiscrimination statutes on their books, and two of these are seeking 

modification and strengthening. No less than twelve other states have had 

bills covering the same subject dropped into their hoppers during the cur- 
rent term of their legislatures.” 





erant attitude concerning all races, 
creeds, and colors. In matters of dis- 
crimination, the firm shepherdly hand 
of guidance is needed, not the whip 
hand of force. 

A step in the right direction might 
be seen in the handling by the New 
York State Commission against Dis- 
crimination of a series of charges 
against the Brooklyn Borough Gas 
Company last year. Three organiza- 
tions filed charges against the company, 
—the American Jewish Congress, the 
National Association for the Advance- 
ment of Colored People, and a section 
of the Communist party. The Com- 
munists asserted that “the doors of the 
company have been completely barred 
to Jews, Negroes, and Italians.” The 
company president, Mary E. Dillon, 
promptly and voluntarily asked the 
commission to investigate. After a pro- 
longed study lasting from April to 
September, 1946, the commission 


found these charges to be “without the 
slightest foundation.” 

The commission found that the 
neighborhood served by the gas com- 
pany had shifted from a predominantly 
white, Christian population when the 
company started business in 1898, to 
predominantly Jewish. The company, 
it declared, had not entirely reflected 
this change in its hiring policies. In- 
stead it had hired its new employees 
mostly on the basis of recommendations 
of its older employees, which “insured 
the perpetuation of the original racial 
and religious composition of the per- 
sonnel.” The commission found no evi- 
dence that this policy was a deliberate 
or conscious effort on the part of the 
management to limit employment of 
nonwhites and non-Christians, al- 
though it unquestionably led to such a 
result. Through this interesting study 
of the Brooklyn situation, the commis- 
sion learned some things itself. 
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an, the commission laid 
down four recommendations: (1) 
abandonment of the so-called “in- 
breeding” method of hiring on advice 
of other employees; (2) informing all 
foremen and supervisors of the state 
law regarding discrimination in hiring 
and promotions, plus the intent of the 
company to eliminate factors of race, 
creed, and color in personnel matters; 
(3) set up a central employment bureau 
in the company to eliminate the possi- 
bility of bias on the part of department 
heads; and (4) make use of neighbor- 
hood sources, such as Negro and Jew- 
ish newspapers, the Urban League, and 
bona fide employment services. 

Replying to the commission’s report, 
the company president pointed out that 
the company had asked for the investi- 
gation, that some of the commission’s 
recommendations had been put into ef- 
fect before the final report was released, 
and that the company would comply in 
every way with the state law against 
discrimination. Miss Dillon also 
pointed out that the commission had in 
effect recognized the invalidity of the 
charges by issuing no direct order to 
the company. “The commission,” she 
added, “has misconceived the nature 
and scope of its authority under the 
statute. ... The very generality of this 
attack betrays an illegal prejudgment 
by the commission of public utilities 
generally and this company in particu- 
lar.” 

If this can be considered a step for- 
ward, it must be admitted that it is a 
stormy one, and not taken without some 
justifiable opposition. The Brooklyn 
example has been noted at some length 
to show the validity of the principle 
that public utilities are frequently tar- 
gets for antidiscrimination action on 
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the part of government, as well as the 
merit of some recommendations of an- 
tidiscrimination commissions. There is 
room for commissions to accomplish 
beneficial ends in a purely advisory 
capacity. 


ae month this New York State 
Commission against Discrimina- 
tion issued its first annual report. It 
had received 567 complaints, acted on 
290 of them successfully. In all cases 
success was achieved without punitive 
action. Since it handled only a few hun- 
dred cases instead of the 15,000 or 
more that had been anticipated, most 
of its accomplishments were in the pre- 
ventive field rather than the curative 
field. Meeting all over the state with 
employer and trade groups, government 
agencies, unions, and employment serv- 
ices, the commission attempted to act 
solely by “conference, conciliation, and 
persuasion.” But some critics ques- 
tioned the wisdom of equipping the 
commission with such broad powers 
when they were not to be utilized. One 
management consultant branded the 
entire theory of legislative control of 
racial bias as a “tempest in a teapot,” 
and complained that it cost the state 
$230,000 a year to curb “an infinitesi- 
mal amount of discrimination.” 

Despite the obvious implications of 
this working commission, which point 
the way toward prevention and educa- 
tion, antidiscrimination efforts in other 
states are taking a turn toward the 
more punitive form of statute. Even in 
California, where a Fair Employment 
Practices Act was rejected by the elec- 
torate in November by a more than 
2-to-1 majority, a similar bill is 
being considered by the state legisla- 
ture. 
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Other states where FEPC bills 
have been dropped into legislative hop- 
pers are Colorado, Connecticut, Iowa, 
Maine, Michigan, Missouri, Minne- 
sota, Ohio, Pennsylvania, Rhode Is- 
land, Utah, and Washington. 

In Utah one bill on the subject has 
been killed in the state senate despite 
the approval of an interim legislative 
study committee. In Minnesota a bill 
made its way through the senate but 
is snagged in the house, while a sub- 
stitute is being readied. Two Pennsyl- 
vania bills would set up a 5-man com- 
mission, and would also bar any men- 
tion of race, color, or religion in ad- 
vertising for positions. In Michigan, 
state supreme court action barred in- 
clusion of an FEPC referendum on the 
ballot, so proponents are seeking its 
passage in the legislature. One bill to 
repeal the Massachusetts antidiscrimi- 
nation law has been introduced in the 
state assembly, but is not given much 
chance of passage. 


ene is little sentiment anywhere 
to campaign openly against FEPC 
legislation. Opponents are likely to be 
misunderstood in stating their position, 
and suffer from the consequences of 
such misunderstanding. Perhaps a neat 
summing up of general industrial opin- 
ion is the statement of Jarvis Hunt, 
counsel for the Associated Industries 
of Massachusetts, which includes utili- 
ties in its membership. Explaining that 
his group favored repeal of the state 
FEPC Act but would not lobby for the 
repeal bill, he declared: “We still feel 
that the act is needless and unwarranted 
interference with industry, that it has 
and will discourage industrial expan- 
sion, and that it is unconstitutional. In- 
dustry finds it a burden but will do 


everything possible to obey the act and 
make it work.” 

It is believed that Mr. Hunt was re- 
ferring to the punitive sections of the 
Massachusetts statute in particular, 
since it can be shown that recommenda- 
tions of antidiscrimination commis- 
sions which broaden hiring policies to 
the limits (but not beyond the limits) 
of community mores constitute sound 
business advice and are worthy of vol- 
untary adoption, It might therefore be 
the hope and purpose of utilities, which 
will surely be affected by new and 
stringent FEPC legislation, that, if an- 
tidiscriminatory measures are likely to 
be written into local or state law, they 
will avail themselves of the oppor- 
tunity to be heard in support of a rea- 
sonable, nonpunitive statute. They 
should not stand mutely by while legis- 
lators fashion a weapon against dis- 
crimination that may boomerang 
against the public interest and safety. 

Finally, it must be kept in mind that 
not every discrimination is an unlaw- 
ful discrimination. If this distinction 
were not sound there still could not 
ever be such a thing as fixing a prac- 
tical public utility rate structure. In the 
field of ordinary business employment, 
some types of discrimination have al- 
ways been practiced and probably al- 
ways will be. This explains why in de- 
partment stores the pretty girls always 
seem to appear behind the cosmetic 
counters while older or fat salesladies 
generally turn up behind the pots and 
pans. This probably causes consider- 
able comment and disappointment, but 
it seems to be accepted business prac- 
tice. Certainly, if you tried to pass a 
law against it you would have your 
work cut out for yourself, trying to en- 
force it or even to explain it. 
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Washington and the 
Utilities 


Lame Duck Ghost Reports 


HE New Deal song may be ended 

but the melody lingers on, in a num- 
ber of congressional committees, thanks 
to hold-over personnel. And the Republi- 
can leadership in Congress does not seem 
to like the music very well, judging by 
the conspicuous absence of applause. 

What has happened here is that the 
staff members of former committees, or- 
ganized during the heyday of Democratic 
control in Congress, still have the run of 
the files, and some are making the most 
of it. Certain reports and memoranda 
associated with these committees are 
leaking out—long after the former con- 
trol of the committees was supposed to 
be extinct. The result is a problem for the 
new leadership. 

Senator Wherry (Republican, Nebras- 
ka), new chairman of the Senate Small 
Business Committee, called attention to 
his problem of a hold-over staff several 
weeks ago. He frankly charged that the 
former committee of the same name, un- 
der the chairmanship of Senator Murray 
(Democrat, Montana), had been pretty 
well influenced if not loaded with “fel- 
low travelers” and others who are not 
particularly sympathetic with American 
business, big or little. 

Two “ghost” reports, which have come 
out of this committee since the beginning 
of the new session, have irked the new 
chairman, Senator Wherry. Among other 
things, they dealt with matters of special 
interest to both the gas and electric util- 
ity industries. The first of these was an 
“unofficial” report dealing with the al- 
leged impact of corporate monopoly on 
the newsprint and raw pulp shortage. It 
did not have the endorsement of either 
the old or the new committee as a whole. 




















But it did naturally stir up considerable 
interest among the pulp-hungry daily 
newspapers of the nation, as well as the 
still more pulp-starved weeklies and 
magazines. This report advocated a vast 
expansion of public power development 
in Alaska as a promising panacea for the 
paper shortage. 

As a result of this unofficial newsprint 
report, Senator Wherry tried to clear up 
misunderstandings and false impressions 
by calling hearings which would reflect 
the sentiment of the newly organized 
Committee on Small Business. Further- 
more, in these hearings it is quite likely 
that some emphasis will be placed on the 
willingness of private business to develop 
both hydro power and newsprint manu- 
facture in Alaska. 


MORE recent ghost report from the 
Senate Small Business Committee 
apparently did not even have clearance 
from the former chairman, Senator Mur- 
ray. This was a staff report prepared out 
of memoranda in the old committee’s 
files, dealing with the shortcomings of 
the War Assets Administration. Infor- 
mation as to the gist of this report was 
allowed to “leak” to two “liberal” affili- 
ated daily newspapers published in Chi- 
cago and in New York. Their coverage 
of the leaking data ( which was, of course, 
referred to in the nature of a scoop 
rather than a leak) had some pretty criti- 
cal things to say about WAA. 

It was charged that WAA did not act 
in the public interest, but rather tended 
to foster monopoly when it recently sold 
the Big and Little Inch pipe lines to a 
private company bidder. Although this 
sale was made at admittedly good price— 
in fact, probably the best return by far 
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the government has obtained on its in- 
vestment in any war surplus items—the 
ghost report suggested that public inter- 
est might better have been served if the 
pipe lines were otherwise disposed of. 
Continued public ownership and opera- 
tion, or at least codperative control, 
doubtless would have been more pleasing 
to the former committee staff, authors of 
the report. 

So now Senator Murray feels called 
upon to correct these unofficial aspersions 
cast—in the unauthorized name of his 
committee—upon one of the best pieces 
of business the WAA has been able to 
do since its creation. Further hearings 
are likely to be held which will develop 
testimony on the Big and Little Inch pipe- 
line sales, justifying the WAA proce- 
dure. 

Whether any positive steps will be 
taken to put the quietus on further leaks 
or ghost reports was not definitely known 
late in March, But Senator Wherry gives 
the impression of a man growing exceed- 
ingly tired of running around slamming 
doors after committee ghosts have opened 
them. 


» 


The FPC Gas Probe Reports 


A= set of reports—also unoffi- 

cial but quite respectable and legiti- 
mate as to avowed authorship—is stir- 
ring some interest in congressional cir- 
cles. It is the four preliminary staff re- 
ports of the Federal Power Commission 
dealing with its special natural gas in- 
vestigation which has spread over por- 
tions of the past two years in various 
phases. These reports, released by FPC 
Chairman Smith for comment and sug- 
gestion by the industry and other inter- 
ested parties, are not at all final and at 
least three of them are hardly contro- 
versial. 

In the noncontroversial category are: 
(1) a summary of estimates as to the 
nation’s gas reserves in which the FPC 
staff more or less adopted the industry’s 
(DeGolyer) estimate of 144 trillion cubic 
feet or more; (2) a description of nat- 
ural gas technical process covering pro- 
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duction, gathering, distribution, and so 
forth; and (3) a review of state gas con- 
servation laws which, incidentally, con- 
ceded and affirmed the generally accepted 
principle that gas conservation is a func- 
tion of the state and should so remain. 

Only when the states fail by voluntary 
action or compact with other states to 
take necessary measures (to prevent 
abusive waste) would it “become neces- 
sary for some Federal agency, under ap- 
propriate congressional direction, to 
bring about an effective codrdination of 
conservation measures.” 

It was a report dealing with § 1(b) (1) 
of the Natural Gas Act which drew some 
fire from Representative Rizley (Re- 
publican, Oklahoma), author of certain 
pending amendments to curb FPC’s al- 
leged jurisdictional ambitions over the 
production and gathering of gas. The 
FPC staff report attempted to quiet fears 
on this point by suggesting that Federal 
legislation is not necessary. The Okla- 
homa Congressman recently said as to 
this on the floor of the House on March 
10th: 

If the present members of the commission 
are agreed, as the report would seem to in- 
dicate, that the FPC under the clear intent 
of the Natural Gas Act is not authorized to 
take jurisdiction over production and gather- 
ing, then they should have no objection what- 
ever to have the act amended so that it will 
be plain and unequivocal. 


HE staff report did not concede that 
FPC has reached out for powers 
which Congress did not intend it to have. 
It admits confusion on the part of the oil 
and gas producers, who fear FPC con- 
trol; but it feels that an administrative 
clarification, presumably by an FPC 
statement of policy, would clear this up. 
The staff report impliedly repudiates the 
position taken by FPC counsel, who 
made a distinction between “production- 
gathering” activities (admittedly ex- 
empt) and “sales” in connection with 
such activities (which counsel suggested 
were not exempt from FPC control). 
The staff report concedes these three are 
inseparable and all exempt. 
Under the view taken in the FPC staff 
report, all movement of gas for sale in 
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interstate commerce would be determined 
(as to status) by the FPC, All activities 
by corporate affiliates (not arm’s-length 
bargaining), even production-gathering, 
would be subject to FPC regulation. As 
to nonaffiliate activities (arm’s-length 
bargaining), the FPC would retain the 
right to decide when production-gather- 
ing left off and “interstate movement” 
began. Such discretion is necessary, said 
the report, because no standard could be 
applied in all cases. Some short move- 
ments, through big pipes under high pres- 
sure, might still be part of the “gather- 
ing” process, while other collection ac- 
tivities for sale to pipe-line companies 
might be an “interstate movement,” even 
though both sale and delivery to buyer 
were completed within the same state. 


* 


Self-support for Reclamation? 


ND still another government bureau, 
A whose activities are of interest to 
public utility circles, had difficulty about 
the release of reports to Congress. Sev- 
eral weeks ago some officials within In- 
terior prepared a rather extensive docu- 
ment, entitled “Power Program 1947- 
1953,” which calls for nearly double the 
present Federal hydroelectric capacity— 
chiefly on reclamation projects—at a cost 
of $800,000,000 over a 6-year period. 

One official thought that, in view of 
the tight-fisted attitude of the House Ap- 
propriations Committee on pending In- 
terior appropriations, it might be a good 
idea to impress Congressmen with the 
importance and proportions of the de- 
partment’s long-range plan. But still an- 
other Interior official attempted to blow 
the horn on such a play, pointing out that 
it would “tip the hand” of the depart- 
ment’s public power strategists and tend 
to confirm arguments of the department’s 
critics to the effect that it is more con- 
cerned with power development than 
reclamation. 

While this intradepartmental argu- 
ment was going on, somehow or other 
the “secret” document got into the hands 
of the technical press. The resulting pub- 
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licity has not tended to brighten the de- 
partment’s chances for 1948 (fiscal) ap- 
propriations. A 50 per cent slice for 
Reclamation Bureau seems likely in the 
House, although the Senate may put some 
of it back as in previous years before the 
Appropriation Bill is finally enacted. _ 


‘ers Jones (Republican, Ohio) 
of the House Appropriations sub- 
committee on Interior has complicated the 
Interior Department’s public power pol- 
icy prospects with a bill of his own (HR 
2583). This would make the reclamation 
prospects self-sustaining. Hearings were 
held during the latter part of March on 
the Jones Bill, along with three other 
bills (HR 1772, 1886, 1977) before the 
House Public Lands Committee. As wit- 
ness for the Interior Department, Recla- 
mation Commissioner Straus opposed the 
Jones Bill, on the ground that it would 
abridge existing laws requiring power 
rates to be set as low as possible. He also 
opposed the Rockwell Bill (HR 1886), 
which would put the emphasis of the 
Reclamation Bureau on irrigation, rather 
than on power. He predicted that Rock- 
well’s bill would eventually get the Recla- 
mation Bureau out of the power business. 
Straus indorsed the Lemke Bill, HR 
1977, which would bolster Reclamation 
Bureau’s position in power functions, 
and would necessitate no change in pres- 
ent power rates. The Lemke Bill (ru- 
mored to have been drafted within In- 
terior Department) is similar to last 
year’s Robinson Bill (HR 6574, 79th 
Congress), which was _ successfully 
fought by western reclamation interests. 

Ex-Congressman Robinson, defeated 
in the last election, is now working in 
Washington for the Interior Depart- 
ment. 

Speaking of Interior Department per- 
sonnel, rumor has it that some discussion 
of this subject has occurred over in the 
House Appropriations Committee. It ap- 
pears that some members of the Interior 
Department subcommittee have ques- 
tioned the department’s continued em- 
ployment of alleged “fellow travelers,” 
notwithstanding previous notice of con- 
gressional displeasure. 
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Telephone Recording Huddle 


megs CoMMUNICATIONS CoMMIs- 
SION again is on record in favor of 
telephone recording devices, according to 
a new directive, but it is likely to be pretty 
finicky about just what kind of recorders 
it okays. The commission has slated a 
huddle of telephone and recording engi- 
neers for April 21st to try and set up 
standards for controlling them. What the 
FCC wants is rules that will hook up re- 
corders directly to telephone lines, curb 
use of recorders which are not connected 
with the phone line, and establish some 
foolproof system of warning the public 
when recordings are being made. These 
restrictions are likely to make settlement 
on salable types of recorders more than 
a little difficult—at least expensive. As 
things stand now, telephone companies 
may not set standards or tariff schedules 
which would bar recorders now con- 
sidered legal by the FCC. Such devices 
are rather hard to find, however, amid the 
confusion. 


+ 


REA Telephone Bill 
Pops up Again 
HE coming of spring to Capitol Hill 
has inevitably led to the sprouting 
of many a hardy perennial of the legisla- 
tive variety—those rugged bills which 
find their way into congressional hoppers 
with the regularity and promptness of 
the first crocus, yet which seldom get 
much farther than the budding stage. 
Usually they appear in identical form, 
Congress after Congress, never grafting 
a new shoot, nor dropping a leaf. But 
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occasionally, like drooping plants sub- 
jected to the agronomical genius of a 
Luther Burbank or a Henry Wallace, 
these bills appear in new raiments of 
glory, their tendrils streamlined and dif- 
ferent. 

Such is the case with the veteran Rural 
Telephone Bill (HR 2585) of Repre- 
sentative Poage, Democrat of Texas, 
which would permit loans by the Rural 
Electrification Administration for the 
purpose of providing rural telephone 
service, The bill has been around before, 
in other sessions of Congress, and in fact 
was introduced in its old form (S 43) 
this term in the Senate by Senator Lister 
Hill, Democrat of Alabama. But where 
Senator Hill’s bill ran eight pages, Rep- 
resentative Poage’s bill runs a little over 
three pages. Instead of allotting the sum 
of $50,000,000 for REA telenhone con- 
struction, Representative Poage’s meas- 
ure merely states that telephone loans 
could be made out of available funds. 
And where the Hill Bill provided for al- 
lotment of some of these funds to the 
states for rural telephone service im- 
provements to existing telephone com- 
panies, the Poage Bill goes much further. 
Under its terms, loans could be made by 
REA for the purpose of financing the 
construction, acquisition, rehabilitation, 
expansion, and operation of telephone 
lines, facilities, or systems. 

Despite these and other new furbish- 
ings in the bill, it still looks like a likely 
candidate for peaceful slumber through- 
out the session. Even some known advo- 
cates of the extension of REA to the tele- 
phone field were heard to say they had 
little hopes for the survival of HR 2585. 
The removal of that $50,000,000 appro- 
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priation from the earlier version (which 
would have sealed its death warrant auto- 
matically in this year of economy ) has not 
brightened its prospects. Still, it exempli- 
fies the tenacious spirit of proponents of 
its philosophy, and should serve notice to 
private communications interests to keep 
diligently at their task of improving their 
service, 


* 


Break for Western Union 


HE Senate Interstate and Foreign 

Commerce Committee is taking a 
leaf from the book of the announcer on 
the Lone Ranger radio program and 
hearkening back to the days of the old 
West. If it follows through on Senate 
Bill 816, it will mean some relief if not 
gold for the coffers of the Western 
Union Telegraph Company. Senate Bill 
816, introduced jointly by Senator White, 
Republican of Maine, and Senator Mc- 
Farland, Democrat of Arizona, will re- 
move an old telegraph statute which has 
been on the law books since the gun-tot- 
ing days of 1864. 

At that time the Federal government 
gave Western Union the telegraph rights 
to cross public lands and keep up with 
the building of a continental railroad then 
being hacked out of the great American 
wilderness. In return for these rights, 
the company agreed to let government 
messages flow along its wires for 80 per 
cent of standard rates. The government's 
equity in these rights was paid off in full 
long ago, but even today, eighty-three 
years later, the government is still getting 
preferential rates for telegraph service. 
Senators White and McFarland think it 
is time for Uncle Sam to pay full price, 
for one reason because telegraph service 
is the only service where the government 
still gets a knockdown in rates. 

Communications men say it is not only 
time enough, but it should have been done 
a long time ago. Higher telegraph rates 
for Federal messages now will increase 
company revenue by perhaps $1,000,000 
a year. But if this venerable old agree- 
ment had been headed for the last round- 


up before the war, the company would 
have grossed millions more during the 
past few years, for the bulk of war con- 
tract work was carried on through wire 
service. Some estimate the difference at 
$50,000,000, What this amount would 
have done to “firm up” the presently 
shaky telegraph industry is something 
worth a lot of head shaking. 


ou. even at this late date, it can be 
considered a substantial step in the 
right direction. Congress is about to 
recognize an injustice, or at least an in- 
equity, in preferential rates for Federal 
telegraph service, and thus give the com- 
pany every opportunity to keep its head 
above water. The bill also is an indirect 
vote of confidence in Western Union, for 
there is a growing sentiment on Capitol 
Hill that the company has a chance to 
stay on its own feet. There are men on 
the Hill who will tell you that if Western 
Union can retrench in its overhead ex- 
penses (consistent with good service), 
spend every nickel it can afford to mod- 
ernize its equipment and service, and be 
in healthy enough position four years 
from now to refinance its debt, the com- 
pany is likely to come out all right. 
Another, less altruistic, angle about it 
is that Congress is in no particular hurry 
to pick up such a warm potato if it can 
avoid doing it. No matter what happens, 
Congress will not let telegraph service 
die ; it will go on under government sub- 
sidy, government ownership, or transfer 
to other operating communication busi- 
nesses. A way around these three prickly 
horns of dilemma, in the successful re- 
covery of the company, would be greatly 
appreciated by all concerned. 


¥ 


Third Raise in Year Asked 
By CTU 


HERE is labor trouble on the horizon, 
however. The Commercial Telegra- 
phers Union (AFL), representing some 
50,000 telegraph workers across the 
country, is still in the midst of negotia- 
tions for another wage increase, The 
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EXCHANGE CALLS AND GOSSIP 


CTU originally asked for 25 cents an 
hour wage boost, improved welfare and 
pension benefits, and a 40-hour week, in- 
stead of forty-five and one-third hours. 
Federal conciliators have been called in, 
but the situation is still touch and go at 
this writing. A New York CIO telegraph 
union, a branch of the American Com- 
munications Association, is dickering in 
preliminary stages for a hike in pay for 
its 7,000 metropolitan workers, but a 
costly strike in 1946 probably will keep 
the ACA group from walking out this 
year, 

Incidentally, Western Union’s net loss 
last year now has shrunk to $11,000,699, 
according to preliminary figures released 
by the company. An FCC decision on 
whether or not the company may close 
some of its branch offices in large and 
middle-sized cities should be coming up 
soon. Hearings brought out union objec- 
tions to the closings, but occasioned only 
comparatively lackadaisical comments 
from the general public, 


om 
Phone Tax Plea Has 


Inning Soon 


‘oo bills are still showing 
their wartime excise taxes these 
days, following President Truman’s sig- 
nature of the Grant Bill (HR 1030), 
now Public Law 17, keeping the “luxury” 
levies on indefinitely. But telephone com- 
panies are hoping for an early hearing 
before the House Ways and Means Com- 
mittee to ease the tax load on communica- 
tions. In baseball parlance, the question 
of reciprocal trade agreements is “at 
bat” before this committee. “On deck”’ 
and next up at bat will be the new tax 
bill, it is hoped. Batting third, or “in the 
hole,” is the committee’s inquiry into the 
current practice of including wire serv- 
ices in the “luxury” classification of ex- 
cise taxes. It is the hope of telephone 
people that a month or so from now they 
will no longer be “in the hole,” but at 
least on their way to first base. The fact 
that wire services were able to get such 
a tax double check from the committee 
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indicates that the group has at least a 
modicum of sympathy for the telephone 
companies’ position. 

Another minimum wage bill of inter- 
est particularly to independent telephone 
firms has made its appearance in the 
House. This one (HR 2578) was intro- 
duced by Representative Landis, Repub- 
lican of Indiana, and, though he is con- 
sidered a power in the new House Labor 
and Education Committee, there appears 
to be little steam behind his measure, at 
least for the time being. Landis’ bill calls 
fora 5-cent hike in the national minimum 
wage to 55 cents an hour, It represents 
a compromise position between those 
who seek to push the minimum to 65 and 
75 cents, and those who do not want to 
push the minimum up at all. Until the 
really vital labor bills are finally written 
into the nation’s laws, these measures are 
likely to get scant attention from a busy 
Congress. When they do get considera- 
tion, their success will depend largely on 
the pattern of wage adjustments made 
in the major industries this spring and 
summer, If there is another general up- 
ward trend in wages, especially in tele- 
phone wages, there may be some agita- 
tion to raise the minimum wage, which 
would have the effect of raising the 
wages of some independent telephone 
company workers. 


* 


Con Men Invade Phone Field 
A LUCRATIVE new telephone racket 


turned up last month in such big 
cities as Philadelphia, Detroit, and others. 
A man representing himself as an ad- 
vance installation agent for the local tele- 
phone company was collecting $10 de- 
posits from phone-hungry folks as initial 
payments on their prospective telephones. 
He solemnly signed receipts bearing the 
name and address of the company. City 
police have been alerted to pick up the 
offenders, and most companies have is- 
sued warnings to waiting phone seekers 
not to pay anything until they get a bill. 
Presumably these company warnings 
were made by mail, not by telephone. 
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1946 Trends in Earnings 
And Costs 


gp Federal Power Commission re- 
cently released its composite state- 
ments of sales, revenues, and income of 
all class A and B utilities for the calendar 
year 1946 and for the month of 
December. (See chart on page 505.) 
There is quite a contrast between the 
trends for the month of December and 
for the calendar year, as revealed by the 
percentage changes in each case: 
Per Cent Change 


From Previous Period 
Year, 1946 Dec., 1946 


Sales in kilowatt hours D1 10 
Income 
Revenues—residential 7 6 
” —commercial 12 10 
ve —industrial D4 10 
¥ —total (in- 
cluding miscellaneous) 4 9 
Miscellaneous income 3 6 
Deductions 
Expenses—fuel 11 41 
. —labor 16 16 
“ ——other 3 D3 
“ — —depreciation 1 1 


Taxes, amortization, 


etc. D15 14 
Interest D8 D4 
Net income 21 D14 


Balance for common stock 27 D113 


In December total income (revenues 
plus miscellaneous income) was about 
$26,000,000 larger than in the previous 
year. On the other hand, fuel costs 
gained $13,000,000, wages $8,000,000, 
and taxes $45,000,000. There was a sav- 
ing of $2,000,000 in miscellaneous ex- 
penses and $29,000,000 in fixed charges 
(principally in tax-saving amortization 
items). Obviously, year-end adjustments 
in both years threw the month hopelessly 
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out of kilter. January results, which may 
be available in a short time (December 
was delayed), should be a much better 
guide to current trends, since taxes will 
be on a uniform basis of 38 per cent, and 
year-end adjustments will be absent. 


N the calendar year there was a gain of 
$120,000,000 in income. Fuel re- 
quired $41,000,000 more, while the labor 
bill increased $84,000,000 and miscel- 
laneous expenses $14,000,000. The 
change in depreciation was relatively 
small. Tax savings amounted to $45,000,- 
000, interest was down $17,000,000, 
amortization items dropped $68,000,000, 
and preferred dividends $4,000,000. The 
result was a gain in net income of $110,- 


In 1947 utilities will lose the benefits of 
tax reductions, and savings from refund- 
ing operations will probably be less sig- 
nificant. The trend of fuel and wages 
will probably be all-important in deter- 
mining whether net income will decline 
from last year’s figures. Such a decline 
appears likely in the early 1947 figures in 
view of the highly favorable results of 
early 1946. 

* 


Analyses of Utility 
Securities 


oo C. Cooper of Argus Re- 
search Corp. has prepared a 6-page 
analysis of American Gas & Electric 
Company. He points out that the system 
is closely integrated, practically as though 
it were a single operating company, and 
the properties acquired in 1907 have re- 
mained basically the same for forty 
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FINANCIAL NEWS AND COMMENT 


years. (The system did not share in the 
promotional activities of the 1920's.) It 
has built up its own service company and 
hence the separation from Electric Bond 
and Share Company (recently effected 
through issuance of rights) should not 
result in any management problems. The 
system was compact except for two out- 
lying properties, Scranton Electric Com- 
pany and Atlantic City Electric Com- 
pany ; the former was sold last May and 
the latter will be disposed of in the near 
future by sale of part of the shares, with 
the balance to be distributed (along with 
cash) as dividends on American Gas 
stock over the next eighteen months. 

Earnings were $3.75 a share last year 
and $2.15 was paid in dividends. Mr. 
Cooper estimates that the sale of Atlantic 
City and use of the proceeds to retire the 
preferred stock would reduce share earn- 
ings on the common only about 25 cents, 
while if Indiana Service Corporation is 
acquired, this loss might well be re- 
couped. Even if labor costs rise 10 per 
cent in 1947 and coal expenses increase 
$500,000 (after applying fuel clauses to 
a majority of the kilowatt hours sold) 
earnings are not expected to show much 
recession from the 1946 figure of approx- 
imately $3.75. 

Kalb, Voorhis & Co. has prepared an 
appraisal of Niagara Hudson Power 
Corporation, reaching the conclusion that 
the common stock has a “reasonable 
work-out value” around 15 (67 per cent 
above the recent market level of 9). The 
work-out period is estimated at 12-15 
months. The estimate of value is based 
on application of a price-earning ratio of 
13 


NDER a Securities and Exchange 

Commission order, the time limit 
for Niagara Hudson to sell all the com- 
mon stock of its important subsidiary, 
Buffalo Niagara Electric Corporation, 
expires May Ist. Meanwhile, however, 
the top company’s plan to merge Buffalo 
Niagara and the two other major operat- 
ing companies is before the New York 
Public Service Commission. This com- 
mission may require certain balance sheet 
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changes (in plant and depreciation ac- 
counts) and the company has set aside a 
special surplus account of over $85,000,- 
000 which can be employed for making 
such adjustments. Kalb, Voorhis & Co. 
thinks the reserve will prove to be quite 
ample. 

The firm expects that the SEC will 
grant (on application) a six months’ ex- 
tension of the order to sell Buffalo Ni- 
agara Electric. This would afford time to 
work out any necessary changes in con- 
nection with the merger, which the firm 
thinks might be approved by midyear. 
Earnings may be capitalized at 13 times 
because of the company’s huge size (it 
distributes more electric power than any 
other company in the world) and strong 
growth trend. However, dilution will re- 
sult from retirement of $60,000,000 pre- 
ferred stock claims (call price and ar- 
rears) and an estimated $25,000,000 bank 
loan. 

With the new common stock ap- . 
praised at $24.50 (13 times $1.88) the 
new operating company stock might be 
offered to stockholders at $9 a share, mak- 
ing the rights worth $15. Or if the bank 
loan were permitted to remain the price 
of the new stock would need to be only 
$6.50. 

While reduction of net plant account 
in full compliance of Federal Power Com- 
mission findings might result in an above- 
average rate of return on the estimated 
rate base, Kalb, Voorhis points out that 
1945-6 rate cuts averaging about $3,500,- 
000 annually were well absorbed. Regard- 
ing the proposed St. Lawrence waterway 
development, this would provideaddition- 
al low-cost power, already needed to sup- 
ply demands, and, in any event, the new 
power would hardly be available for some 
five years. This would afford ample time 
to gear the 1,880,000 kilowatts contem- 
plated St. Lawrence power with the pres- 
ent Niagara Hudson capacity of 6,363,- 
000 kilowatts. 


| Haupt & Co. has issued a memo- 
randum on Tide Water Power Com- 
pany common stock. Earnings for the 
twelve months ended November 30, 1946, 
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were $1.25 on a pro forma basis com- 
pared with $1.71 in the previous calendar 
year. Earnings in earlier years were 
somewhat erratic, ranging between 47 
cents in 1940 and $1.67 in 1944, The 
stock has now been placed on a 60-cent 
annual dividend basis. At the prevailing 
price of 9} the stock yielded 6} per cent 
and sold at 7.6 times earnings. 

Josephthal & Co.’s monthly utility re- 
view for March contained comment on 
Detroit Edison Company, El Paso Nat- 
ural Gas Company, Florida Power Cor- 
poration, Philadelphia Company, and 
United Corporation. In his general com- 
ment on the utility situation, Truslow 
Hyde pointed out that electric utilities 
are operating with inadequate physical 
plant and are now forced to raise addi- 
tional capital for construction merely to 
take care of already realized growth. 
Therefore, he thinks, increased earnings 
from the additional investment cannot be 
anticipated. With any decline in indus- 
trial activity later this year, the uptrend 
in revenues should be reversed and the 
higher level of costs would reduce net 
earnings. 

There is a possibility that Mr. Hyde 
has overlooked a parallel between the 
present situation and that which existed 
in 1944-45. At that time it was feared 
that, with the ending of abnormal war- 
time production of munitions, both gross 
revenues and net income would fall 
sharply. This forecast, as was pointed 
out at the time in this department, did 
not take into account the extremely small 
margin of profit on much industrial busi- 
ness. 

After the war, loss of the munitions 
business proved to be almost a blessing 
in disguise, for increased residential busi- 
ness was far more profitable. Recently 
the utilities have again been straining 
their capacity to supply heavy industrial 
needs. The use of inefficient plants has 
been reflected in a very sharp increase in 
fuel costs—41 per cent for the month of 
December as compared with the same 
month of 1945 (compared with 10 per 
cent increase in kilowatt-hour sales), Of 
course some of the increase represented 


higher coal prices, but use of inefficient 
generators was doubtless also a factor. 


HILE it is probably true, as Mr. 
Hyde points out, that the new 
plants to be installed over the next two or 
three years will be needed in large part to 
store needed reserve capacity, neverthe- 
less these new plants should generate 
electricity with much less fuel expendi- 
ture than some of the stand-by plants 
pressed into operation under present con- 
ditions. Thus there should be some 
operating savings. Moreover, it is gen- 
erally thought that, barring a major de- 
pression, the sales curve will continue to 
rise as new homes, apartment houses, and 
office buildings are constructed. The 
utilities may therefore have to wait a 
while before they can “catch up” as Mr. 
Hyde seems to assume they will do. 
There is another angle, of course—the 
character of the financing program neces- 
sary to pay for the new construction. 
Construction costs are now very heavy 
compared with prewar figures. This will 
help to “fatten” the rate base and thus 
help to sustain earnings on the basis of 
“fair return on investment.” But the 
new capital will have to pay its way and 
the exact character of the financing and 
the amount of “new money” needed as a 
contribution to construction requirements 
may have a considerable bearing on com- 
mon stock earnings. At the present time 
the utilities are employing a great variety 
of methods to raise new capital, such as 
bank loans, increased bonds and pre- 
ferred stocks, convertible issues, common 
stock rights, and sale of new common 
stock to the public. In general the com- 
panies with big liquid funds or a broad 
equity base have an advantage over 
others, as Mr. Hyde points out. Sale of 
new common stock to the public is the 
least advantageous way of financing so 
far as the common stockholder is con- 
cerned—except as it may improve the 
investment caliber of the stock somewhat. 
Obviously, a serial bank loan is the most 
advantageous method (though perhaps 
not the safest) because of low current in- 
terest rates. 
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N article which claims a specific 
threat to the continuation of the 
natural gas industry as private enterprise 
appeared in the February issue of Gas 
Magazine. The author is Samuel H. Cros- 
by, counsel, E. Holley Poe and Asso- 
ciates, and formerly himself a trial ex- 
aminer for the Federal Power Commis- 
sion. 

Crosby points to what he regards as a 
menace to all business-managed, investor- 
owned utilities which lies under Federal 
Power Commission jurisdiction, Even- 
tual nationalization of the natural gas 
business, through the actual workings of 
the “vanishing rate base,” is the real vil- 
lain of the piece. 

That the investment which is thus men- 
aced is a substantial one is made clear 
by Mr. Crosby in introducing the sub- 
ject: 

A commission press release shows capital 
invested in plant by natural gas companies 
at October 1, 1946, to be $1,878,686,997, with 
book reserves for depreciation and amortiza- 
tion totaling $689,590,316. The commission 
considers these reserves as capital returned 
to the owners of the business and their “net 
investment” shrinks accordingly from year 
to year. This “vanishing rate base” yields 
diminishing returns to the owner as his “net 
investment” is progressively reduced. 

. there is good reason to expect fulfillment 
of the commission’s purpose, expressed re- 
cently to congressional Appropriations com- 
mittees, assuming the form of a general rate 
reduction campaign. The pattern for ultimate 
control of natural gas rates is set by the 
commission in its order to Chicago District 
Electric Generating Corporation, dated July 
16, 1941,1 providing for automatic semian- 
nual rate revisions. For refreshment of short 
memories we quote: 

Respondent . . . shall . . . revise its rates 
and charges ... (to) provide a net oper- 
ating income . . . equal to a 54 per cent re- 
turn on the (net investment) rate base... 





1 Re Chicago District Electric Generating 
Corp. IT-5500, 2 FPC 412, 430. 
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“Vanishing Rate Base” Is No 
Idle Dream 


and semiannually thereafter for the cost of 
additions . . . and for change in deprecia- 
tion reserve. (Italics supplied.) 


oO place the seriousness of this situa- 

tion before the reader, the statement 
made by R. H. Hargrove (vice president 
and general manager, United Gas Pipe 
Line Company, and recently elected presi- 
dent of the American Gas Association), 
near the close of the FPC’s natural gas 
investigation, is quoted as a concise sum- 
mary of “this vital economic problem 
which seems too little understood.” That 
statement, Mr. Crosby declared, clearly 
shows that the “commission’s adminis- 
trative policies, upheld by friendly courts, 
may lead directly and quickly to involun- 
tary liquidation of stockholders’ equities 
and confiscation.” He added that every 
person having interest or responsibility 
in public utilities should be warned by 
these words of Mr. Hargrove: 


In the establishment of the rate base the 
question of whether the accrued depreciation 
should be deducted is also of paramount im- 
portance. If the deduction is proper, to fail 
to recognize this fact would be to unduly 
penalize the consumers. On the other hand, 
if the deduction is improper, to insist upon its 
being deducted results in confiscation, 

In the light of the importance of this prob- 
lem and the attention that has been given 
to it, it is difficult to understand the confu- 
sion that exists. Perhaps the confusion exists 
because the manner in which the rate base 
and the accrued depreciation are determined 
controls the propriety of the deduction. Cer- 
tainly if the rate base is established as the 
reproduction cost new and the accrued de- 
preciation is established by observation, then 
the accrued depreciation should be deducted. 

With equal certainty, if the rate base is 
established as original cost, or adjusted origi- 
nal cost, and the accrued depreciation estab- 
lished by the service-life method, then the 
accrued depreciation should not be deducted. 
The important point to be remembered is 
that under this service-life method the de- 
preciation is accrued not for the purpose of 
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returning invested capital to stockholders, but 
for the purpose of establishing a fund to 
maintain the physical integrity of the prop- 
erty so that it may continue to render ade- 
quate service to the consumers without in- 
terruption. Accumulated depreciation funds 
may not be disbursed to the stockholders but 
are trust funds for specific purposes. To 
make the deduction under this latter condi- 
tion is to confiscate the property of the com- 
pany, day by day, and bit by bit, for the use 
of the consumer, I would like to add that I 
am familiar with the commission’s practice, 
in some instances at least, of approving this 
deduction, and I appreciate the gravity of 
my statement. The seriousness of the situa- 
tion compels me to make the statement. 

To prove my point I submit that in a static 
property whose plant account is unchanging, 
the ultimate result will be to extinguish the 
rate base (except for working capital and 
other minor items), thereby completing the 
transfer of the property from the company 
to the consumers. Legal title would, of 
course, remain in the company, but a sort of 
trusteeship would prevail. Can it be success- 
fully argued that such was the result in- 
tended by Congress in the enactment of the 
Natural Gas Act? I do not think so. 

The practice in this respect that the com- 
mission has heretofore approved is far too 
serious in its immediate results and in its 
implications to permit it to become a fixed 
policy. It should be forthwith reviewed with 
care and thoughtful consideration, and I 
believe that this commission will do so. 


s to a willingness of FPC to review 
A and revise its depreciation policies, 
the author is not hopeful. Master strate- 
gies, he states, have been planned and 
successfully guided through the courts, 
and the commission is firmly entrenched, 
with its policies and powers very fully 
defined. Mr. Crosby continues : 


The fact that they have not been so far 
fully exercised is due in part to exigencies 
of war and doubtless in part to a prudent dis- 
cretion. In the process of establishing the 
boundaries of its regulatory domain stakes 
have been driven one at a time and organ- 
ized industry resistance thus avoided. Hav- 
ing successfully progressed with moderation, 
the foundation for industry-wide orders has 
been well laid. For illustration, an order of 
general application might be issued requiring 
periodic, automatic rate revisions as in the 
case of the Chicago District Electric Gen- 
erating Corporation. 


Further, with reference to the problem 
posed by Mr. Hargrove, Mr. Crosby 
states that there is current and conclu- 
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sive evidence of the commission’s basic 
purposes in its 80-page opinion adopted 
October 25, 1946, in the second Safe 
Harbor Water Power Corporation Case, 
in which the commission asserts : 

There is no principle or concept of regu- 
lation, either in law or in fact, requiring 
consumers to pay in perpetuity a return on 
the total capital initially embarked in the 
enterprise when such capital is periodically 
returned through depreciation charges and in 
the absence of reinvestment of such capital 
in the utility’s operative property, Such re- 
turn of capital terminates the consumers’ ob- 
ligation. (Italics supplied.) 


Crosby notes that a proceeding against 
Safe Harbor was brought prior to 1940, 
and, on grounds not relevant to this dis- 
cussion, appeal was successfully taken 
from orders then entered. In the second 
case, the commission requires the com- 
pany to adopt straight-line depreciation 
charges. The trial examiner’s report, it 
appears, was filed more than a year ago, 
and the comment is made that, although 
the personnel of the commission has un- 
dergone change, the new members are 
completely in line with past policies, now 
more fully discussed and revealed. The 
following statement of the commission, 
Mr. Crosby observes, should resolve any 
doubts : 


Since this commission’s previous decision, 
much study has been given to the deprecia- 
tion question and, in addition, we have had 
the benefit of the comprehensive reports of 
the committee on depreciation of the Nation- 
al Association of Railroad and Utilities Com- 
missioners, which were made after diligent 
inquiry and support the straight-line method. 
In all of this commission’s rate cases, ex- 
cept the earlier case involving Safe Harbor 
and the interim order (but not the final or- 
der) in the Natural Gas Pipeline Company 
of America proceeding, it has required the 
straight-line method to be used, and on review 
its orders have been affirmed. (Italics sup- 
plied.) 


A an outstanding contribution to the 
current consideration of the depre- 
ciation problem, attention is called by Mr. 
Crosby to a recent article by Dr. Henry 
Earle Riggs, professor emeritus and 
former dean of the School of Engineer- 
ing at the University of Michigan. The 
author comments : 
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In a series of three brief papers published 
in Pusiic Uriities FortNiGHTLyY? Dr, Riggs 
reviews the historical milestones of utility 
regulation with sage analysis of the “new 
chapter in the regulation of utility rates,” 
spearheaded by the Federal Power Commis- 
sion, ratified and firmly established by the 
Supreme Court. Dr. Riggs presents relevant 
facts and figures fully substantiating the 
views expressed by Mr. Hargrove and con- 
cludes that the American people squarely face 
the question, “Are we ready for government 
ownership ?”—of the telephone, electric, and 
gas industries. 


The comment is then made that in the 
early years of its existence the FPC exer- 
cised relatively limited powers, but when 
the Natural Gas Act was passed it was 
delegated legislative authority in the 
broadest terms, without appropriate 
statutory prohibitions or basic standards 
for guidance. As a result, the commission 
possessed virtually unlimited rule-making 
power which has fostered its bold ap- 
proach to fundamental economic prob- 
lems of government. 

It is possible that in the genesis of its 
concepts the commission, Mr. Crosby re- 
marks, may have found a guiding influ- 
ence derived from the Water Power Act 
of 1920. The enactment of this law re- 
sulted from years of determined effort 
led by conservationists. Reviewing a bit 
of its history, he says: 

. These men, including Gifford Pinchot, 
were long-range planners, interested in estab- 
lishing orderly procedure to convert the pow- 
er of falling water to electricity. Their thesis 
and purpose were to bring about controlled 
and licensed initial development of hydro- 
electric potentials on navigable streams by 
private enterprise, but with an option in gov- 
ernment to recapture licensed hydro projects 
after fifty years, Private enterprise might 
enjoy the profits during that time with the 
provision that the pioneer should receive a 
fair return on his “net investment,” any 
surplus above a fair return to be applied 
on retirement of the original investment. At 
the end of the 50-year period, if government 
sees fit to exercise its option to recapture, 
whatever part of the investment has not been 
recouped by the pioneer from earnings above 
a fair return the government will pay. 

When this law was passed hydroelectric 





2 See article, “The Depreciation Problem,” 
by Henry Earle Riggs. Pustic Utitities Fort- 
NIGHTLY, Vol, XXXVIII, Nos. 6, 7, 9. Pages 
333, 410, 528. 


development had barely commenced. All con- 
ditions governing hydro projects were ex- 
pressly stated in the law and the applicant 
for a license to build a dam made a written 
contract with the government accepting 
those conditions. Thus, hydro pioneers knew 
what they were in for before they started. 


N° as to the Natural Gas Acct, it is 
of importance to note that FPC 
is administering it as if it included the 
“net investment” and capital retirement 
provisions written clearly into the Water 
Power Act, And, to emphasize the dan- 
ger to owners of natural gas properties 
in such a policy, Mr. Crosby comments 
that as Mr. Hargrove has so clearly 
stated 
the depreciation policies of the com- 
mission unless revised must inevitably “ex- 
tinguish the rate base . . . thereby completing 
the transfer of the property from the com- 
pany to the consumers. Legal titie would, of 
course, remain in the company but a sort of 
trusteeship would prevail”—and it may be 
added that when this has been accomplished 
the nominal owners, still holding legal title, 
are specifically forbidden by the act itself 
to abandon service unless permitted by the 
commission when the “available supply of 
natural gas is depleted to the extent that 
the continuance of service is unwarranted.” 


The author refers to two factors which 
particularly contributed to the easy en- 
couragement of depreciation charges by 
the companies on so high a scale that the 
accumulated book reserves now aggre- 
gate approximately one-third of total 
natural gas plant investment. The inter- 
state pipe-line business in 1926 was full 
of risk. As a consequence, managements 
used wisdom and generally planned re- 
covery of investment within twenty years, 
setting up book reserves on that basis. 
Also, the business was looked upon from 
the beginning as a “wasting-asset indus- 
try,” in which the commodity dealt in 
would be exhausted long before the pipe 
lines and compressors w ould be worn out. 

As an illustration of this conception, 
Mr. Crosby mentions that 

It will be recalled that the Natural Gas 

Pipeline Company originally assumed that 

its reserves would be exhausted by 1954, and 

it was in that company’s rate case that Mr. 


Chief Justice Stone, speaking for the court, 
held that 
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Courtesy, The New Yorker 


TRANSPORTATION ADS SELL MORE 


... the purpose of the amortization allow- 
ance and its justification is that it is a 
means of restoring from current earnings 
the amount of service capacity of the busi- 
ness consumed in each year. Lindheimer v. 
Illinois Tel. Co. 292 US 151, 167. When 
the property is devoted to a business which 
can exist for only a limited term, any 
scheme of amortization which will restore 
the capital investment at the end of the 
term involves no deprivation of property 
... The Constitution does not require that 
the owner who embarks in a wasting-asset 
business of limited life shall receive at the 
end more than he has put into it. 


T was in 1926 that the interstate pipe- 
line business started in a big way. At 
that time, Mr. Crosby points out, the na- 
tional wealth of our natural gas reserves 
was considered to be 23 trillion 
cubic feet and the known consumption 
that year was 5.71 per cent of that esti- 
mate. Now, twenty years later, he states, 
according to Dr. E. DeGolyer’s testimony 
in the FPC gas investigation, that 
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- . our known reserves are more than 
144 trillion cubic feet. In 1944, as consump- 
tion figures of the Bureau of Mines show, 
the entire national consumption was only 
3.42 per cent of the estimates of that year. 
It has long been obvious that first esti- 
mates of the useful lives of interstate pipe 
lines were too conservative and that so long 
as gas is produced in the Southwest the 
major lines conveying gas to established 
markets will be supplied through extensions 
to new production. 

In the light of testimony from industry 
experts confirmed by Bureau of Mines ex- 
perts appearing in the gas investigation, it is 
entirely reasonable to expect that, before the 
exhaustion of natural gas in various areas, 
manufactured gas from coal, produced in 
great volume at the coal beds, may profitably 
be transported through the same lines now 
used for natural gas, with the flow reversed 
to supply southwestern and intermediate 
points with a satisfactory pipe-line substitute 
of high quality at low cost 


It seems generally believed, Mr. Cros- 
by observes, with reference to practical 
aspects of some of the “current problems 
of the too-much-regulated natural gas in- 
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dustry,” that the oil industry and the nat- 
ural gas industry may achieve a united 
purpose to evict the Federal Power Com- 
mission from its intrusions into the pro- 
duction field. As to this, he asserts: 


. Honeyed words of reassurance in offi- 
cial statements of the commission have fallen 
upon skeptical ears. There is no help in sight 
from the courts and the industries’ sole hope 
lies in help from Congress. The oil industry 
is inextricably involved with the business of 
gas production and well aware of the fact. 
Various amendments to the Natural Gas Act 
of a comprehensive nature are under consid- 
eration and we may safely assume that at 
least several will be offered soon after the 
80th Congress convenes, all definitely aimed 
at statutory restriction of commission au- 
thority. 


He then calls to the reader’s attention 
that public ownership of all important 
energy resources was persistently advo- 
cated by influential members of the New 
Deal administration. But, he observes 
that 


: this objective cannot be honorably 
achieved by devious means. If public owner- 
ship of the natural gas industry and expro- 
priation of gas reserves are desired it is rea- 
sonable to expect the Congress to adopt 
equitable laws to that end, consistent with 
the basic rights of private property. If the 
80th Congress does not favor public owner- 
ship of the natural gas industry it should 
amend the Natural Gas Act, so clearly de- 
fining depreciation policies as to free the 
industry from its existing jeopardies and 
uncertainties. Only the Congress can relieve 
this situation. 


T the close of his article, Mr. Crosby 
A says that a leaf may be profitably 
taken from the book of laws of the 
Province of Alberta, Canada, There the 
provincial statutes deal directly and ex- 
plicitly with the depreciation problem of 
natural gas companies, which are public 
utilities subject to regulation by a provin- 
cial board. The relevant provisions of 
the law are set forth as follows: 

The board, either upon its own initiative 
or upon complaint in writing, shall have 
power by order in writing made, after notice 
to and hearing of the parties interested : 

. to require every proprietor of a public 

utility 

. to carry, whenever in the judgment of 
the board it may reasonably be required, for 
the protection of stockholders, bondholders, 


debenture holders, or creditors, a proper and 
adequate depreciation account in accordance 
with such rules, regulations, and forms of 
account as the board may prescribe, and the 
board shall from time to time ascertain and 
determine, and by order in writing after hear- 
ing, fix proper and adequate rates of depre- 
ciation of the property of each proprietor of 
a public utility, in accordance with its regu- 
lations or classifications, which rates shall be 
sufficient to provide the amounts required 
over and above the expense of maintenance 
to keep such property in a state of efficiency 
corresponding to the progress of the indus- 
try, and each proprietor of a public utility 
shall make its depreciation accounts con- 
form to the rates so ascertained, determined, 
and fixed, and shall set aside the moneys so 
provided for out of earnings and carry the 
same in a depreciation fund, and the income 
from investments of moneys in such fund 
shall likewise be carried in such fund, and 
this fund shall not be expended otherwise 
than for depreciation, improvements, new 
constructions, extensions, or additions to the 
property of the proprietor of that public util- 
tty. (Italics supplied.) 


It is evident, as is pointed out by Mr. 
Crosby, that the purpose of the Alberta 
statute is to “assure and preserve sound 
financial structures in the natural gas in- 
dustry, and the accumulation and safe- 
guarding of resources and reserves for 
replacements and extensions necessary 
to efficient service.” He then adds that 

. The act contains no indication of con- 
cern for the early retirement of invested 
capital. Under its requirement that a true 
sinking fund be employed, the annual charge 
to consumers for depreciation is materially 
less than comparable charges required by the 

Federal Power Commission under our Nat- 

ural Gas Act. Under this statute involuntary 

liquidation of capital invested in a gas utility 
through the device of excessive depreciation 
charges is impossible. 


That nationalization of the natural gas 
industry may already be on its way, if 
the policies of the Federal Power Com- 
mission remain in force, is Crosby’s con- 
clusion. It is clear that the people of this 
country have never asked to have this 
important free enterprise business na- 
tionalized. The warning words of Crosby 
and Hargrove are timely upon an eco- 
nomic problem facing business-managed, 
investor-owned utilities which needs to be 
better understood. 

—R. S.C. 
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WHAT OTHERS THINK 


More Public Power for Private 
Utility Distribution? 


| ¢ the Congressional Record of Janu- 
ary 10, 1947, page A&4, there was 
printed, as an extension of the remarks 
of Representative Homer D. Angell 
(Democrat, Oregon), an address by 
James H. Polhemus, president, Portland 
General Electric Company, before the 
annual meeting of the Inland Waterway 
Association in Portland on October 25, 
1946. 

The address dealt with various phases 
of the electric power situation in the Pa- 
cific Northwest, with especial reference 
to the distribution of energy generated at 
the hydro plants of the Bonneville Power 
Administration on the Columbia river. 
The views expressed by this utility ex- 
ecutive, whose company is the largest 
distributor of Bonneville power, cast 
considerable light upon the question of 
how best to make widely available the 
power from Federal projects. 

The following excerpts are taken from 
the address as printed in the Congres- 
sional Record. Stating that he firmly be- 
lieved that the generation of power from 
the multipurpose Federal dams, inspired 
primarily as navigation and reclamation 
projects, in many respects transcends 
these latter two objectives in importance, 
Mr. Polhemus said: 


I should like to commence by quoting a 
recent statement of Dr. Paul J. Raver, ad- 
ministrator of the Bonneville project, one 
of your speakers today. It was one he made 
before congressional hearings while seeking 
additional appropriations for the Bonneville 
project. He said: 

“The Bonneville Power Administration as 
I see it today is a public utility. It has all 
of the obligations of a public utility status, 
and when a public utility enters on the re- 
sponsibility of serving the people of a given 
area with an essential service it undertakes 
large responsibilities. One of them is to 
see that that service is adequate, from the 
time it starts, as long as that utility is in 
existence. 

“We are now in that position for the large 
part of the Northwest. The government, 
as I see it, is now in the position of having 
undertaken a responsibility of supplying 
the distributing agencies in the Northwest 


511 


and therefore the people of the Northwest, 
through those distributing agencies, whether 
they are public or private, with an essential 
service, and we can’t withdraw. We can’t 
be too handicapped in the rendering of that 
service by appropriations.” 


ECLARING that he agreed unquali- 

fiedly with the administrator’s 

statement, Mr. Polhemus added to it this 
comment of his own: 


It appears to me that the obligation and 
the responsibility referred to by Dr. Raver— 
to serve the people of the Northwest with an 
adequate supply of federally generated elec- 
tric power on a continuing and expanding 
basis—is one which does not end with gen- 
eration alone. The construction of an eco- 
nomically feasible and soundly engineered 
transmission network to carry the power to 
those distribution load centers where de- 
mand exists, and the provisions of adequate 
interconnection facilities with the distribut- 
ing systems which achieve final delivery to 
the homes, farms, and industries which con- 
sume the power is equally as important as 
the construction of dams and powerhouses. 
We can’t use the one without the other. 


At the close of his address, Mr. Pol- 
hemus outlined the position of Portland 
General Electric and other business-man- 
aged utility companies relative to the dis- 
tribution of Bonneville power, in these 
words: 


It should be clear in everyone’s mind that 
the decision of Portland General Electric 
Company, and some other distributing agen- 
cies as well, not to proceed with the expan- 
sion of their own generation facilities was 
motivated by a sincere desire to codperate in 
the program for Columbia river development 
in a way that would best serve the public 
interest. 

When the Bonneville was completed, a 
large power surplus was immediately created. 
It was waiting to be used. Its advantage of 
low cost could not benefit anyone unless it 
was used. 

We believed then, and we believe now, that 
it was our duty to the people we serve to 
bring them the benefits of such Federal 
projects as Bonneville just as rapidly as it 
was in our power to do so, and up to the 
full limit of the region to absorb any surplus. 
Obviously such an objective cannot be served 
by refusing to distribute the low-cost energy 
from Federal projects. Not only would it 
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have been unpatriotic to our region, but eco- 
nomically unsound, to build additional gen- 
erating plants to compete with Federal 
projects. We were Bonneville’s first cus- 
tomer, and have always been its largest dis- 
tributor. Bonneville and Coulee power now 
supplies more than two-thirds of the kilo- 
watt hours used by our customers and, as 
this amount has grown, repeated rate reduc- 
tions have been made. 

The result has been that our present rate 
structure is built upon the continuing avail- 
ability of federally generated power in 
amounts adequate to meet not only the pres- 
ent but the future demands of our people. 
If these needs are not fulfilled, it is these 
people who will be hurt. 


These views, expressed last fall by a 


private utility president, whose com- 
pany is one of a group of public and pri- 
vate power interests in the Pacific North- 
west which issued a “statement of policy” 
recently (see Pusiic UTILITIES Fort- 
NIGHTLY, Vol. XX XIX, No. 6, page 369, 
March 13, 1947), serve to add emphi isis to 
the importance of a practical approach to 
this question. With such a policy in ef- 
fect, the uneconomic duplication of facili- 
ties and the needless expenditure of tax- 
payers’ money would be avoided, and 
“low-cost power” from Federal power 
plants would be available to all the peo- 
ple in an area. 





Notes on Recent Publications 


Did You Vote and Why Not? U. S. voters 
are indifferent—only 35,000,000 out of 91,- 
600,000 residents twenty-one years old and 
over, voted in the November, '46 elections. 
Reasons are: low standards of political cam- 
paigns, and lack of school education to fit 
students to take their place as citizens. This 
country’s “greatest resource—the brains of 
our people,” says the author, is ignored by 
the politicians who always fail to appraise 
properly the intelligence of the public. THEY 
Want To Be Goop Citizens. By George 
H. Gallup. National Municipal Review. 
January, 1947. 


Edison, the Empiricist. Although Edison took 
theorists on his staff, he had small regard 
for them; his invention of “impossible” de- 
vices had frequently proved them (wrong. His 
social thinking, says the author, “was of the 
dollars-and-cents kind , . . an invention that 
could not be sold was to him a commercial 
and therefore a social failure.” The desire 
to develop a market for his incandescent 
lamp led him to organize and operate the 
first electric utility company — a great 
achievement. The vast social changes which 
resulted from his inventions were utterly 
disregarded by Edison. Screntist- MaGIcIAN 
Wuo REsHAPED A Wortp. By Waldemar 
Kaempffert. New York Times Magazine. 
February 9, 1947. 


Progress Backwards! Gradually wire record- 
ers are coming on the market. Prices range 
from $97.50 to $400; the latter for a device 
for office dictation. In the offing is a multiple 
reproduction system to pour out commer- 
cials through vending machines and in 
stores. Advance publicity promises that cus- 
tomers will be bombarded by a barrage of 
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commercials—a pleasant prospect! Wire RE- 
corDERS. Tide. January, 1947. 


Plant Town Advertising. Increased attention 
is being given to industry's relations to the 
community, An executive of the Bristol- 
Meyers Company tells of the programs of 
two subsidiaries, through newspaper adver- 
tising to make their policies clear to the 
communities where new plants were to be 
opened, INpustry TALKs To Its PropLe. By 
George S. McMillan. Editor & Publisher. 
February 1, 1947. 


The Light Metal Age. Aluminum production 
is now 600,000 tons annually, contrasted with 
prewar output of 160,000 tons, This light 
metal is now cheaper and stronger, and is 
finding new uses. Galvanizing and tinplating 
of steel may be replaced by aluminum coat- 
ing, For the construction of railroad rolling 
stock, automobiles, and airplanes, aluminum 
is being found increasingly useful because 
of its lightness, strength, and low cost. 
ALUMINUM ADVANCES ON ALL Fronts. By 
Fred P. Peters. Scientific American. Feb- 
ruary, 1947. 


We Still Have Most of It? With almost one- 
half of the world’s reserves of coal, and one- 
third of the iron ore, the United States store 
of these two minerals equals the combined 
indicated resources of the British Empire 
and the Soviet Union. This country also has 
one-third of the zinc, lead, and petroleum, 
and 22 per cent of the copper. Looking toward 
atomic energy developments, it is still a ques- 
tion as to what may be the U. S. share of 
world resources of radio-active minerals. 
U. S. Stitt Leaps Wortp 1n MINERAL RE- 
sources. By Joseph V. Sherman. Barron’s. 
January 13, 1947. 
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The March of 
Events 
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In General 


U. S. Power Projecis Assailed 


RANK McLauGHLIN, president of 

Puget Sound Power & Light Com- 
pany, told the annual meeting on March 
24th that competition from public power 
projects had forced electric rates in his 
company’s area down “too low,” reduc- 
ing earning capacity and making it diffi- 
cult for the company to maintain a sound 
capital structure. 

The company’s annual report, issued 
simultaneously, pointed out that the Bon- 
neville Power Administration recently 
had applied for three new rates, for rail- 
road electrification, irrigation, and sur- 
plus power, and that Puget Sound Power 
& Light had petitioned the Federal Power 
Commission for a rehearing on the 
grounds that the proposed rates were dis- 
criminatory. 

Mr. McLaughlin said the company 
would continue to urge the adoption of 
state and national legislation to eliminate 
public power, but that a realistic appraisal 
of Puget’s position would lead to the con- 
clusion that the stockholders’ interest 
would be best served by sale of the prop- 
erties to public power agencies at a fair 
price. 


Bill to Curb U. S. in Hydroelec- 
tric Field Introduced 


peg Elmer Thomas, Democrat 
of Oklahoma, on March 21st intro- 
duced a bill which would prohibit the 
government from constructing or acquir- 
ing future hydroelectric plants “which 
have the generation of electric power and 
energy as their primary purposes.” 
The measure would set up a new policy 
under which the Federal Power Com- 
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mission would supervise the production, 
sale, and distribution of electricity gen- 
erated at federally owned hydroelectric 
plants, except the Tennessee Valley Au- 
thority. 

Excess power produced at existing 
plants or at those built in connection with 
flood-control projects would be sold by 
the FPC, with rural electrification coop- 
eratives getting first call. Any revenues 
derived would be turned over to the Fed- 
eral Treasury. 


Approves Columbia River Basin 
Development 


ECRETARY of the Interior J. A. Krug 

last month announced approval of 
a report on a departmental plan, spon- 
sored by the Bureau of Reclamation, for 
comprehensive development of the Co- 
lumbia river basin in the Pacific North- 
west. Embracing 238 projects, the plan 
charts developments for many decades. 
Eleven projects are singled out for au- 
thorization now to meet the earlier needs 
of the region. 

The Federal organizations which con- 
tributed in formulation of the report in- 
cluded the Corps of Engineers, the Fed- 
eral Power Commission, various units of 
the Department of Agriculture, and 
agencies of the Department of the In- 
terior, principally the Bonneville Power 
Administration, Geological Survey, Fish 
and Wildlife Service, National Park 
Service, Bureau of Mines, Office of In- 
dian Affairs, and Bureau of Land Man- 
agement. 

If authorized by the Congress, the plan 
ultimately will benefit 5,360,000 acres of 
land, Secretary Krug explained. This will 
double the area now under irrigation in 
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the basin, and provide supplemental 
water to other land. Hydroelectric power 
capacity in the basin upon completion of 
the plan would be increased fivefold 
through new installations with capacity 
of 10,500,000 kilowatts. Truly multiple 
in purpose, the plan entails essential pro- 
visions for flood control, navigation im- 
provements, fish and wild life conserva- 
tion, silt control, and pollution abatement. 

Total construction costs for the whole 
plan, based on 1946 price levels, which the 
Secretary pointed out are higher than 
those to be anticipated over the long pe- 
riod required for full development, are 
estimated at $5,600,000,000. About 84 per 
cent of this construction cost would be 
returned to the Federal Treasury through 
repayments by water users and from 
power revenues. The latter source would 
contribute about 92 per cent of the re- 
imbursable costs of the over-all develop- 
ment. 

The nonreimbursable portion of the 
Federal investment would be allocated 
to navigation, flood control, pollution 
abatement, recreation, and wild-life bene- 
fits. 

The return to the Treasury of the costs 
chargeable to power, irrigation, and pota- 
ble water would be assured by a financial 
pooling arrangement which treats the 
basin as a unit, Mr. Krug said. 


House Organ Contest 


| gems of all company magazines and 

newspapers published in the United 
States and Canada are invited to partici- 
pate in the Second Annual Publications 
Contest sponsored by the International 
Council of Industrial Editors. This year’s 
contest is being conducted by the Wiscon- 
sin Regional Association of the council, 
and is under the direction of Joseph A. 
Dragotto, editor of the Solar Corporation 
company magazine. Editors are urged to 
write immediately to Mr. Dragotto, PO 
Box 404, Milwaukee, Wisconsin, for offi- 
cial entry blanks and detailed contest in- 
formation. Deadline for entries is April 
25, 1947, and all entries must be post- 
marked not later than midnight of that 
date. 

Judges for the 1947 awards will be 
Courtland Conlee, promotional manager, 
Milwaukee Journal; Professor Earl 
Huth, Marquette University School of 
Journalism ; and George Reise, director 
of personnel and industrial relations, Mil- 
print, Inc., and past president of the In- 
ternational Personnel Directors Associa- 
tion. These judges will consider the fol- 
lowing points in scoring each entry: (1) 
accomplishment of purpose ; (2) editorial 
achievement; (3) appearance achieve- 
ment; (4) production achievement. 


Arkansas 


Transport Rate Raise Asked 


HE problem of making Capital 

Transportation Company “a paying 
proposition,” so that stockholders may 
earn a fair 6 or 7 per cent interest on their 
investment, was placed in the lap of the 
Little Rock city council by Arkansas 
Power & Light Company President C. 
Hamilton Moses last month. 

Appearing before the city council, 
meeting as a committee of the whole, Mr. 
Moses said that the company, now a sep- 
arate corporation from Arkansas Power 
& Light Company, has not been making 
money. 
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Faced with the problem of borrowing 
$1,450,000 needed for the company’s 
change from the streetcar to the track- 
less trolley and bus system, stockholders 
are forced to seek added revenue from 
patrons to insure a fair return, he 
said. 

Mr. Moses suggested several different 
increases, possibly a straight 7-cent fare, 
8 cents, or a 10-cent fare with three 
tokens for 20 cents, but made no specific 
request. 

Transportation is a hazardous invest- 
ment, Mr. Moses said in a recital of com- 
= losses which he said dated back to 
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THE MARCH OF EVENTS 


District of Columbia 


Charges Statistics Juggled 

Ta Washington Industrial Union 

Council (CIO) last month accused 
the Capital Transit Company of “figure 
juggling” in its efforts to obtain permis- 
sion to increase fares from the District 
of Columbia Public Utilities Commis- 
sion. 

In a statement, the council charged the 
proposed fare increases would cost the 
riding public more than $4,000,000 a year 
and raise the company’s rate base return 
to 12.8 per cent. A decrease in fares 
would be asked when the council is per- 
mitted to testify, it was said. 


The statement followed completion of 
transit company testimony before a PUC 
hearing. The company seeks to raise the 
weekly pass price from $1.25 to $1.50 and 
to charge a 10-cent cash fare after elim- 
inating tokens now sold three for a quar- 
ter. 

Company officials have estimated the 
fare boost would produce an operating 
income of $1,483,382 in 1947. Computed 
on a rate base of about $30,000,000 de- 
termined by the PUC, this would pro- 
duce a return of approximately 4.8 per 
cent, it was brought out. Almost the 
same return was realized in 1946. 


& 
Florida 


Legislators Back Power Measure 


INELLAS legislators last month in- 
formed directors of the Florida Pow- 

er Corporation that unless a statewide 
utility regulatory bill is passed at the 
coming session they will make every ef- 
fort to create a county utility board. The 
directors appeared at a special meeting 
in St. Petersburg to argue for statewide 
regulation instead of the local board plan. 
R. J. McCutcheon, Jr., of St. Peters- 
burg, a director and principal spokesman 
for the company, pointed to its record as 
“a good citizen” and said stockholders 


were perfectly willing to accept regula- 
tion by “a fair state board.” 

“What we object to most is the idea 
of a different board and different set of 
rules for each of the 27 counties the 
company services,’ Mr. McCutcheon 
said. 

Senator Henry S. Baynard and Repre- 
sentative Archie Clement declared that in 
their opinion the state’s big power com- 
panies had given only lukewarm support 
to statewide regulatory bills in the past. 
The legislators emphasized that they had 
no intention of setting up a board which 
would be unfair to the company. 


Illinois 


FEPC Backer Outshouted 

PS peso GREEN, Communist party 

state chairman, last month told the 
state house judiciary committee that the 
state should pass a fair employment 
practices bill but should strengthen it 
with “more penalties” than are in four 
measures now pending. FEPC legisla- 
tion is designed to bar discrimination be- 
cause of race, creed, color, or national 
origin or ancestry from employment prac- 
tices. 
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Green made an unscheduled appear- 
ance before the committee, which heard 
seventy-five witnesses speak in favor of 
FEPC legislation. Representative Jen- 
kins, Republican of Chicago, a sponsor 
of one FEPC measure, who conducted 
the hearing, apologized for Green’s ap- 
pearance and said he was put on at the 
last minute at the insistence of Repre- 
sentative Skyles, Democrat of Chicago, 
one of the cosponsors of the bill. 

Green refused to yield the floor after 
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the one-minute period allotted each wit- 
ness. He was informed twice that his 
time was up, but he kept talking. Finally 
Representative Horsley, Republican of 


Springfield, at a disadvantage because 
Green had a microphone and he did not, 
succeeded in outshouting the witness on 
a point of order. 


Indiana 


Mixed Gas Plan Studied 


‘ &~ Indianapolis city council voted 
recently to investigate a proposal 
of the Citizens Gas & Coke Utility to 
combine natural and artificial gas for In- 
dianapolis users. 

John A. Schumacher, council presi- 
dent, asked for such an investigation, As- 
serting he was glad to see consideration 
being given to bringing natural gas to 
Indianapolis, he said it appeared that a 
gas mixture may be impractical because 
of the difference in price of natural and 
coke gas. 

“The proposed 20-year contract binds 
the citizens for a long time,” Mr. Schu- 
macher said. “It may be good or it may 
be bad for the city. We should be certain 
before permitting the city to be com- 
mitted for a 20-year period.” 

The council then appointed Mr, Schu- 
macher and Herman E. Bowers, chair- 
man of the council’s utility committee, to 
confer with the gas utility’s management 
on the feasibility of such a contract. Mr. 
Schumacher named Arch N. Bobbitt, city 
corporation counsel, as a third member of 
the committee. 


The state public service commission, 
to help prevent increased shortage of nat- 
ural gas for industrial use, last month 
banned further new sale of natural gas 
for “space heating” until further notice. 
The order does not apply to manufac- 
tured gas, which already has been virtual- 
ly cut off from would-be new users in 
the Indianapolis area by inability of the 
Citizens Gas & Coke Utility to fill new 
orders. 

The commission previously had put 
temporary restriction on supplying nat- 
ural gas for space heating in new con- 
struction. 


Governor Signs Bill 


HE governor last month signed a 

bill (SB 228) which provides that 
the state public service commission shall 
value all property of any public utility 
actually used and useful for the con- 
venience of the public at its fair value in- 
stead of current and cash values. 

Any single municipality or any ten 
consumers of any utility affected by a 
rate order may appeal to the county cir- 
cuit court within thirty days. 


Kansas 


Gas Price Uproar 


I* the midst of a senate committee hear- 
ing last month on a bill giving the 
state authority to fix the price of gas in 
the huge Hugoton field, the Panhandle 
Eastern Pipe Line Company announced 
a price increase to the royalty holders 
from the present 4 cents to 5 cents a thou- 
sand cubic feet, retroactive to March Ist. 

At issue was a proposal extending the 
powers of the state corporation commis- 
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sion, not only to regulate production to 
conserve a natural resource, but also to 
fix the minimum price of gas. It would be 
the commission’s first entry into the price- 
fixing field. 

The bill, introduced by house members, 
and which slid through the house without 
discussion, was inspired by low prices 
paid landowners in the area, compared 
with higher prices for gas in neighbor- 
ing Oklahoma. 

Representatives of pipe-line companies 
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agreed generally that a higher price 
should be paid, but argued that the com- 
petitive situation would bring it about 
normally. Russell Voertman, represent- 
ing Panhandle, announced the price in- 
crease. 


Gas Rates Cut 


USTOMERS of the Gas Service Com- 
pany, Kansas City, will save an 


estimated $2,100,000 annually through 
reduction in the gate rate for natural gas 
purchased at wholesale from Cities Serv- 
ice Gas Company. 

The new rate schedules were to be filed 
with the Federal Power Commission, to 
take effect June Ist. 

The reduction will supplement the 
$375,000 annual rate cut which went into 
effect last March Ist. 


Kentucky 


Bus Workers Get Increase 
RBITRATORS of the dispute between 
the Paducah Bus Company and its 
union employees approved a wage in- 
crease of 10 cents an hour last month for 
all company employees. 

A union request to make the increase 
retroactive to May 1, 1945, was denied. 
The union had asked for a blanket wage 
increase of 30 cents an hour and more 
liberal vacation privileges. 

The arbitration board approved the 
union’s request for a 2-week paid vaca- 


tion after one year of service, but a re- 
quest for 3-week leave after five years’ 
service was turned down. 

A company proposal to eliminate the 
contract provision requiring new employ- 
ees to join the union was defeated and 
the union right to discipline its members 
was upheld by the arbitration board. 

A union attempt to discard the no- 
strike provision of the contract was un- 
successful. A company move to shorten 
the present 48-hour work week to a mini- 
mum of forty hours was defeated. 


Louisiana 


State Gas Policy Ended 


OVERNOR Davis announced on March 

21st that, in accordance with the 

mandate of the state legislature, he 

would abolish the office of natural gas 
conservation immediately. 

The legislature, meeting in special ses- 

sion, had previously approved resolutions 


which repealed a five-year-old policy 
statement which opposed export of Lou- 
isiana’s gas to other states for “inferior” 
purposes. 

At the same time the house and senate 
recommended that the office of natural 
gas conservation, established as a part of 
the governor’s executive staff, be abol- 
ished. 


- 
Maryland 


Jim Crow Repealer Killed 
Ww the speaker of the house failing 


to recognize its supporters, the Jim 
Crow repealer was killed in the house of 
delegates last month with the use of the 
deadly “‘clincher.” The bill had previously 
passed the senate. 
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Democrats and Republicans alike clam- 
ored for a roll call, but their action was 
unheeded by Speaker C. Ferdinand Sy- 
bert, Democrat of Howard, as he de- 
clared the bill killed after a voice vote. 
Four Democrats from the Baltimore 
fourth district joined with the Republi- 
can minority in charging that the 
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“speaker railroaded the measure to de- 
feat.” 
The bill was reported out unfavorably 
by the house judiciary committee. 
Delegate E. Peter Richardson, Demo- 
crat of Worcester, applied the “clincher,” 


which consists of a motion to reconsider 
the vote on a bill and then to table the 
motion to reconsider. Adoption of the 
clincher precludes any more discussion 
of the measure to which it is applied dur- 
ing the current legislative session. 


Massachusetts 


Labor “Magna Carta” Released 
| Pte poy Bradford recently submit- 


ted to the state legislature the 43- 


page report of the Slichter committee, 


calling for changes in the Barnes law, 
machinery to prevent strikes that endan- 
ger public health and safety, and a new 
conciliation service free of politics to be 
regulated by a joint labor-management 
advisory committee. 

The document, which the governor de- 
scribed as a “modern Magna Carta for 
labor and industry,” charts a course mid- 
way between the extremes of excessive 
labor restrictions and no restrictions at 
all. It is designed to bring greater in- 
dustrial peace to Massachusetts, which 
already has the second best strike record 
in the nation. 

The Slichter report, prepared by a 9- 
man committee representing labor, man- 
agement, and the public, also contains 


(1) a recommendation that forms of the 
closed shop not be banned in Massachu- 
setts if subject to certain specified limi- 
tations; (2) a set of proposals to mini- 
mize jurisdictional disputes; (3) a set 
of proposals for minor amendments to 
the state labor relations act; (4) a 9$- 
page discussion on what employers and 
unions can do to make collective bargain- 
ing more effective. 

In the proposals for a new conciliation 
service, the Slichter report urged that 
labor and management in Massachusetts 
be given “the opportunity to develop the 
kind of conciliation service and the kind 
of arbitration service which meet their 
needs.” 

The conciliation service would operate 
as an independent agency within the de- 
partment of labor and industries under 
the control of an 8-man labor-manage- 
ment advisory committee. 


Minnesota 


Committee Votes Natural 
Gas Tax 


ae house tax committee, by a vote 
of 15 to 9, last month approved a 
state tax on natural gas. Original pro- 
posal to levy a tax of 7 cents a thousand 
cubic feet was amended on motion of 
Representative Thomas O’ Malley of Du- 
luth to make the assessment 3 cents. 

The proposal has been opposed strenu- 
ously by legislators from areas using nat- 
ural gas. Their contention has been that 
the tax ultimately will be passed on to 
the user. 

Representative Frederick E. Memmer 
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of St. Paul, who opposed the proposal, 
walked out of the tax committee meeting 
and made the statement that “when a tax 
committee of this house ceases to devote 
its energies to taxes and turns its atten- 
tion to the destruction of a business, then 
I feel there is no point in taking part in 
its deliberations.” 

The bill calls for the state general rev- 
enue fund to get one-third of the tax, 
the state school fund one-third, and the 
municipalities using the product one- 
third. 

The measure was to be sent to the floor 
of the house where it would go on general 
orders. 
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Missouri 


Antistrike Bill Opposed 
| gene soeapomete of public utility 
unions strongly protested a measure 
to prevent work stoppages in Missouri 
public utilities by compulsory means at 
a hearing before a house committee last 
month. 

The bill, introduced by Representatives 
Murray E. Thompson of Webster 
county, speaker of the house, and R. J. 
King, Jr., of Franklin county, seeks to 
avoid work stoppages in public utilities 


by mediation and state seizure of plants 
should arbitration fail. 

John J. Rollings, representative of the 
AFL Central Trade and Labor unions, 
opposed the measure because of the com- 
pulsion clause. He pointed out that the 
government cannot set standards in 
wages and salaries by compulsory means 
unless they can also set the scale in the 
standard cost of living. 

The committee deferred action on the 
bill. 


e 
Nebraska 


Power District Tax Bill 
Defeated 


a to tax public power districts on 
a regular ad valorem property as- 
sessment basis was defeated by the state 
legislature last month on objections that 
it would be unconstitutional. 

Backing his bill to assess public power 
districts, Senator Henry Kosman pointed 
out to the revenue committee recently 
that some districts are planning to ex- 
pand and they should be made to pay 
upon their improvements the same as 
private business. He pointed out they 
now make payments in lieu of taxes 
which are based upon the amount of 


taxes paid by the private companies they 
purchased. 

Gerald Collins of Omaha, member of 
the board of directors of the Omaha Pub- 
lic Power District, said such a bill would 
be unconstitutional. The Omaha District, 
he said, is paying about $950,000 in lieu 
of taxes now and had sold its bonds on 
that basis. 

Paul Boslaugh, Hastings, attorney for 
the Central Nebraska Public Power Dis- 
trict, expressed similar views. He said 
the courts have held the public power dis- 
tricts are not subject to taxes but should 
it reverse this decision it would only 
mean the increase which might result 
would be passed on to the consumer. 


Washington 


Striking City Employees to 
Lose Jobs 


NY city employee who answers a 
A strike call and fails to report for his 
work will be considered to have resigned, 
the Seattle city council ruled unanimously 
last month in a formal resolution. 

The council’s statement of its position 
was in reply to a recent announcement of 
the Joint Council of Municipal Employ- 
ees (AFL) that a strike ballot would be 
taken soon among city workers, because 
of wage dissatisfaction. 
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Under the city charter, and civil serv- 
ice regulations, the city would fill, by 
other appointments, vacancies created by 
strikers absenting themselves from duty. 

An ordinance was introduced author- 
izing expenditure of $10,000 by the civil 
service department for a comprehensive 
survey of municipal wages in comparison 
with those in comparable cities and in 
private employment. Data and recom- 
mendations of the survey will be used by 
the council in preparing the annual sal- 
ary ordinance to be included in the 1948 
municipal budget. 
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The Latest Utility Rulings 


‘Grandfather’ Rights Not a Bar to New Gas Company 


eB public need for additional serv- 
ice, according to the Federal Power 
Commission, outweighs protests against 
invasion of the territory of a company 
holding so-called “‘grandfather” rights 
under the Natural Gas Act. The com- 
mission is of the opinion that it has 
statutory authority to grant a certificate, 
upon a proper showing, to a company 
which will become a natural gas company 
under the act for service of an area al- 
ready being served by another company 
under the authority of either “grand- 
father” or “nongrandfather” certificates 
of public convenience and necessity. 

This ruling was announced in an 
opinion which followed the commission 
order authorizing the Michigan-Wiscon- 
sin Pipe Line Company to serve in the 
Detroit and surrounding Michigan areas. 
This company was also authorized to 
construct and operate, subject to certain 
conditions, the initial facilities of a nat- 
ural gas transmission system extending 
from the Hugoton gas field in Texas 
to markets in Wisconsin, Iowa, Mis- 
souri, and Michigan. 

Commissioners Draper and Olds dis- 
sented. They said that, although the 
majority had found that Panhandle East- 
ern Pipe Line Company had reasonably 
met its contractual obligations to serve in 
this area and was entitled to reasonable 
protection, the commission had not given 
it such protection. Commissioner Olds 
thought that Congress wanted to protect 
companies holding “grandfather” certifi- 
cates so long as they lived up to their 
obligations. 

The new company proposed a block 


type of rate structure for firm gas sales. 
Rates would vary according to size of 
communities. It proposed to base block 
population of market areas on the official 
United States census reports. The use 
of storage fields would permit utili- 
zation of transmission pipe-line facilities 
in substantially a 100 per cent capacity 
or load factor, and it would not be neces- 
sary to fix a demand charge as is ordi- 
narily contained in a so-called 2-part rate. 

This form of rate would permit a full 
development of space-heating sales by 
the distributor without the penalty which 
normally is imposed on such sales in 
other types of rates because of seasonal 
variation in loads. The commission 
thought that further study should be 
given before approving the rates. 

Coal, railroad, dock, and labor inter- 
ests objected to the introduction of nat- 
ural gas service into new communities in 
the state of Wisconsin. Their evidence 
was called somewhat speculative, con- 
cerned with broad questions of national 
policy, including the important problem 
of conservation and relative advantages 
and disadvantages of utilization from the 
viewpoint of public interest of the na- 
tion’s fuel resources of coal, oil, and 
natural gas. 

The commission referred to the state- 
ment by the Wisconsin commission in Re 
Wisconsin Southern Gas Co. (1945) 60 
PUR(NS) 284 with respect to substitu- 
tion of natural gas as it affects the public 
interest. That commission had said that 
introduction of natural gas would tend 
to the economic benefit of the public and 
would ultimately redound to the interest 
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not only of the railroads, but to the public 
generally, even though it might result in 
the sale, distribution, or handling of less 


coal or liquid fuels. Re Michigan-Wis- 
consin Pipe Line Co, (Opinion No. 147, 
Docket No. G-669). 


Industrial Gas Sales by Interstate Company 
Regulated Locally 


STATE may regulate sales of gas di- 
A rect from interstate pipe lines to in- 
dustries, according to the Indiana Su- 
preme Court. The only local sales of nat- 
ural gas subject to the Natural Gas Act, 
says the court, are those for resale. 

This opinion was expressed when the 
court upheld the right of the state com- 
mission to regulate local gas sales by the 
Panhandle Eastern Pipe Line Company. 
This company transports gas from Texas 
and Kansas across Indiana to Ohio and 
Michigan. At points along the line gas is 
diverted into branch or lateral lines, 
smaller in size and at lower pressure. It 
is delivered to distribution systems owned 
and operated by municipalities and pub- 
lic utility corporations, and in some cases 
directly to large industrial consumers. 

The dangers of unregulated competi- 
tion with local public utility companies 
were noted by the court. Customers of 
the pipe line might be given advantage 
over customers of local utilities. The sit- 
uation produced might tend to break 
down the state system of regulation. This, 
it seemed to the court, was a weighty 
consideration in balancing national inter- 
est against local need. 

Transmission of natural gas from one 
state to another is admittedly interstate 


commerce. The court did not, however, 
think it necessary to decide whether such 
direct sales were interstate or intrastate 
by mechanical standards. Even if they 
were interstate, they still might be sub- 
ject to state regulation under some cir- 
cumstances. If the Federal government 
has not elected to exercise its power un- 
der the commerce clause, and if the trans- 
action is not of such a nature as to re- 
quire uniform regulation on a national 
basis, and if it is so local in its nature and 
implications that local needs outweigh 
national interest, then, even though inter- 
state according to mechanical tests, the 
state may intervene and regulate. 

A suggestion had been made, although 
not vigorously urged, that this company 
was not a public utility in its service di- 
rect to large industrial consumers in 
Indiana. The court overruled this con- 
tention. The rights and duties of the 
company, it was said, must be determined 
in the light of its over-all character in the 
state. It was selling gas indirectly 
through distributing companies and that 
would make it a public utility under the 
Indiana statute. Public Service Commis- 
sion et al. v. Panhandle Eastern Pipe Line 
Co. 71 NE2d 117, upholding (Ind 
1946) 63 PUR(NS) 309. 


7 


Approval of Utility Borrowing Withheld Pending 
Establishment of Boundaries 


HE New Jersey commission with- 
held approval of an electric utility’s 
application for authority to borrow funds 
and to execute a mortgage note for $50,- 
000 to finance the construction of new 
transmission and service lines in an area 
which another utility claimed the right 
to serve. 
The commission felt that it should es- 


tablish service boundaries before approv- 
ing the financing of additional construc- 
tion. The effect on the public of pro- 
longed disputes between utilities played 
an important part in the determination. 
The commission stated : 

Uncertainties and resultant disputes as to 


service areas tend to delay establishment of 
service to prospective customers. The con- 
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tinuance of such a situation is not in the 
public interest, and the board accordingly 
finds under the circumstances here presented 
that conservation of the public interest re- 


e 


quires the establishment of definite service 
area boundaries for the respective parties. 


Re Tri-County Rural Electric Co., Inc. 


Par Value Stock Reduced for Holding Company 
Simplification Purposes 


ao American Gas & Power Com- 
pany was permitted by the Securi- 
ties and Exchange Commission to amend 
its previously approved plan of reorgani- 
zation by reducing the par value of new 
common stock from $3 to $1 per share. 
The company proposed to use the capital 
surplus created by this reduction in part 
to create a reserve for additional write- 
downs in the plant account and a reserve 
for earnings in excess of an allowable 
return of 64 per cent specified in the 
company’s franchise. 

It was shown that common stock equity 
would be 16.73 per cent of total capitali- 
zation at the end of 1946 and would reach 
20.79 per cent on December 31, 1947. It 
would not attain 24 per cent until 1950, 
when it was expected to be 24.36 per cent. 

The plan provided that the company’s 
new charter would restrict common 
stock dividends to 50 per cent of earnings 
in any year in which the common stock 
equity was under 20 per cent of total 
capitalization, and to 75 per cent of earn- 
ings when common stock equity was be- 
tween 20 per cent and 25 per cent. The 
changed capitalization would, therefore, 
reduce the amount of possible dividends 
for the first two years under plan. This 
temporary diminution in dividends would 
be offset by higher earnings and divi- 
dends in later years than was estimated 
under the previous plan. 

It was noted that an expanded con- 
struction program, changing over to nat- 
ural gas, would greatly increase earnings 
prospects, although it would keep down 
dividends at first. While some considera- 
tion must be given to dividend prospects, 
said the commission, determination 
whether, under a reorganization plan, 
each class of security holders was to re- 
ceive the equitable equivalent of rights 
surrendered must be based principally on 
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a comparison of present earnings pros- 
pects, absent the proposed plan, with 
prospective earnings under the plan. 

A pro forma earnings statement for 
the eight years from 1946 to 1953 indi- 
cated a steady rise in net income. This 
did not, however, lead to the conclusion 
that debenture holders had too large a 
participation and that some adjustment 
should be made in favor of residual in- 
terests. 

While the final effect of the changes 
which had taken place should be 
to increase slightly the participation by 
debenture holders, this would compensate 
them for the reduction in capitalization 
ratios which would be brought about un- 
der the proposed amendment and for the 
reduced dividends as forecast. 

The commission, in noting that con- 
siderable time and argument have been 
devoted to the question of whether re- 
cent changes in general market conditions 
rendered the plan unfair, said: 


The debenture holders assert that security 
price changes which have taken place since 
our consideration of the plan early in 1946— 
the rise in general market prices to a high 
point in the summer and the sharp decline of 
prices in September and October—have ad- 
ay affected their participation under the 
plan. 

In effect, their argument is that the market 
price on the day of distribution of the 
securities allocated to them is the conclu- 
sive measure of their participation and 
that they are entitled to receive securities 
with a current market value equal to the face 
amount of their claim. With that we cannot 
agree. 

The primary measure of the debenture 
holders’ participation is not the face amount 
of their claim or the market value of the 
securities allocated, but,as we have indicated, 
the prospective earnings of those securities 
as compared with the earnings they would 
have had absent the plan. If they are allo- 
cated securities of lesser quality than those 
surrendered, they must be compensated 
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through an increased share in the earnings 
above what they would have received had 
there been no reorganization. That has been 
done here, and the debenture holders are re- 
ceiving a claim to prospective earnings sub- 
stantially in excess of their present interest 
rates to compensate for their reduced posi- 
tion in the system and the relinquishment of 
their claim to accrued conditional interest. 
Though market prices of comparable se- 
curities may be considered in arriving at 
price-earnings ratios, even those figures are 
for comparison purposes only, and are not 
determinative. 


A challenge to the legality of allocat- 
ing common stock to the secured deben- 
ture holders was held to be without sub- 


stance in view of rulings by the Supreme 
Court that it is not necessary that a se- 
curity holder in reorganization be given 
the same class or type of securities which 
he had prior to the reorganization. It is 
enough that he receive the equitable 
equivalent of the rights surrendered and 
be compensated for any loss in position. 
Furthermore, the commission pointed 
out, allocation of common stock to pre- 
ferred stockholders and to unsecured 
creditors has been approved in other § 
ll(e) plans. Re Community Gas & 
Power Co. et al. (File Nos. 54-68, 59- 
55, Release No. 7131). 


e 


Replacement of Major Items Distinguished 
From Maintenance 


A part of its claim for higher rates 
than those established by the Fed- 
eral Power Commission in Mondakota 
Gas Co. v. Montana-Dakota Utilities Co. 
(1946) 64 PUR(NS) 11, the latter com- 
pany contended that the cost of service 
would be increased because of what it 
characterized as deferred maintenance. 
Estimated expenditures would be for re- 
moval and replacement of major items of 
property on the pipe-line system. 

This, the commission said, was not one 
of maintenance involving expense usu- 
ally incurred annually and made up of 
cash outlay properly chargeable to operat- 
ing expenses but was a pipe-line reha- 
bilitation program involving replacement 
of units of property. The commission 
continued : 


Such costs are capital replacements and 
not maintenance expense chargeable to op- 


erating expenses. Charges for like work in 
the past, as shown by the testimony of re- 
spondent’s chief engineer, have been properly 
charged to investment as provided by the 
commission’s Uniform System of Accounts 
and we find that there is no warrant for the 
allowance which respondent claims as de- 
ferred maintenance. 


Other claims for higher costs were 
similarly rejected. One claim was for 
amortization of a portion of a transmis- 
sion system which the company asserted 
would not be recovered through depre- 
ciation. The amount, said the commission, 
was not allowable for the reason that 
accrued depreciation already recorded by 
the company on its books, plus future 
annual depreciation allowance, would be 
adequate to return all of the company’s 
cost of utility plant. Mondakota Gas Co. 
v. Montana-Dakota Utilities Co. (O pin- 
ion No. 148, Docket Nos.G-220, G-402). 


e 


Foreign Air Carrier Permit Approved 


i @- Civil Aeronautics Board ap- 
proved the application of an air 
transport company of Salvador-for au- 
thority to operate between Central Amer- 
ica and the United States. The board 
pointed out that both Salvador and the 
United States had signed the Air Trans- 
port Agreement and that reciprocity and 
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anticipated future development of air 
traffic from the United States to Central 
America would require approval of the 
application. 

Commissioner Young disagreed with 
the majority of the board. He observed 
that a Panamanian holding company 
owned almost all the stock in the air line 
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and that Panama had not signed the 
agreement, The basis for his dissent is 
apparent in this statement : 

Thus the finding of the majority means 


that from the purely practical point of view 
a national of a third country is actually the 


beneficiary of the permit award, and is de- 
termining the policies and procedures of the 
operating company flying the flag of El 
Salvador. 


Re Taca, S. A., Foreign Air Carrier Per- 
mit (Docket No. 774). 


e 


Appeal from Interlocutory Order. Dismissed 


WATER company’s appeal from a 
A commission order permitting a bor- 
ough to examine its books for the purpose 
of determining the proper purchase price 
of the utility property was dismissed by 
the superior court of Pennsylvania. The 
court ruled that no appeal to the courts 
could be taken from a commission order 
which was only interlocutory. 
In answering a contention that no hear- 
ing had been allowed and that the re- 
quirements of due process had not been 


satisfied, the court quoted this statement 
of former Justice Harlan Stone of the 
United States Supreme Court: 

The demands of due process do not re- 
quire a hearing, at the initial stage or at any 
particular point or at more than one point in 
an administrative proceeding so long as the 
requisite hearing is held before the final 
order becomes effective. 


Womelsdorf Consolidated Water Co. v. 
Pennsylvania Pub. Utility Commission 
et al. 50 A2d 548. 


e 


Court Has Jurisdiction over Action to Collect Toll Charges 


i ie supreme court of Pennsylvania 
reversed a lower court decision 
against a telephone company in its action 
to recover toll charges collected by a ho- 
tel. 

The hotel contended that since rea- 
sonableness of the rates on which the 
charges were based was the subject of 
an independent proceeding before the 
commission, no court action could be 
brought until the commission had made 
its determination. 

The court overruled this argument and 


e 


assumed jurisdiction of the matter with 
this ruling: 


It may be that the consideration of this 
complaint by the commission will result in 
providing defendant with a defense in whole 
or in part to the present action and in a con- 
sequent total or partial defeat of plaintiff’s 
claim, or its decision may form the basis of 
a claim for refund, but in_no event can it 
impair or in any manner affect the question 
of the jurisdiction of the court over the pres- 
ent action. 


Bell Teleph. Co. v. Philadelphia War- 
wick Co. 50 A2d 684. 


Appellate Court Bars Unauthorized Competition 


New York decision against a li- 

censed intracity motor carrier 
which sought to stop an unauthorized 
carrier from continuing a competing 
service was reversed on appeal. 

The carrier bringing the action had ob- 
tained a certificate of convenience and 
necessity from the state and a franchise 
from the city of New York. Its competi- 


tor, which admittedly had no certificate 
or franchise, contended that, since its 
service was limited to tenants of certain 
apartment buildings, it was rendering a 
private service and not subject to regula- 
tion as a common carrier. In answer to 
this argument the court stated: 


The argument of defendant that defendant 
is not a common Carrier operating for the 
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use and convenience of the public is equally 
groundless. That it is a common carrier as 
the term is defined in the Transportation 
Corporations Law heretofore quoted (§$§ 65, 
66) cannot be doubted. That it is operating 
its busses for the use and convenience of the 
public is equally clear. The fact that de- 
fendant carries only tenants of the landlords 
with whom it has contracted or with whom 
it may hereafter contract is not a sufficient 
limitation to remove the public character of 
its service. 

The rule is well established that an opera- 
tion need not be open to all to make it a 
public use. 


Under the theory of the competitor, 
the court pointed out, a private bus opera- 
tor could contract with every apartment 
house in a well-settled area and transport 
almost an entire neighborhood without 
franchise or certificate. This would deny 
the public the protection which regulatory 
statutes afford and would deny the city 
the revenue forthcoming from a holder 
of a municipal franchise. Surface 
Transp. Corp. of New York v. Reservoir 
Bus Lines, Inc.67 NY S2d 135. 


e 


Sale to Affliate Approved 


bee Lehigh Valley Transit Com- 
pany, a subsidiary transportation 
company, was authorized by the Secu- 
rities and Exchange Commission to sell 
its electric facilities and related prop- 
erties for cash to an affiliated electric 
company. These facilities constituted an 
integral part of the electric company’s 
system. 

It would be more economical for the 
purchasing company to acquire the 


properties at the agreed price than to 
buy electricity from other sources. 

The sale and acquisition constituted 
essential steps towards compliance with 
a holding company simplification order, 
and the selling company would acquire 
funds with which to effectuate a simpli- 
fication of its capital structure as required 
by the commission. Re National Power 
& Light Co. et al. (File No. 54-51, Re- 
lease No. 7169). 


e 


Limited Rate Increase Allowed Water Utility 


gi Maine commission allowed a 
water utility an increase in the 
amount which it could charge for its fire 
protection service where it appeared that 
the amount being paid by the town was 
not its proper share of the company’s 
revenue needs. 

The commission also disposed of re- 
quests by several citizens that the utility 
be ordered to extend its mains to an area 


in the process of being developed, and 
stated: 


They should not and did not expect the 
company to invest substantial sums of money 
for mains, etc., while the real estate was be- 
ing developed, so that the company was put 
in the position of gambling on the success 
of the project. 


Caribou Water Works Corp. 
(FC No. 1244). 


Itself 


e 


Restoration of Telephone after Acquittal of 
Gambling Charge 


removed at the time of his arrest 
on a bookmaking charge brought an ac- 
tion, after his acquittal, for an order di- 
recting the police commissioner to ap- 


A RETAIL butcher whose telephone was 


525 


prove and the telephone company to re- 
store telephone service in his store. The 
New York Supreme Court granted the 
order after observing that the only 
charges of unlawful use of the telephone 


APR. 10, 1947 








PUBLIC UTILITIES FORTNIGHTLY 


were those of which he was acquitted. 

The court conceded that perhaps the 
company might not be able to restore the 
telephone forthwith but ruled that it 
should do so with reasonable promptness. 


The subscriber should not be required to 
wait as though his name were added to 
the waiting list as of the date of his ac- 
quittal, Salter v. New York Telephone 
Co. et al.67 NY S2d 396. 


2 


Contract Carrier May Not Engage in 
“‘Casual’’ Transportation 


A CLAIM by a motor carrier that it 
was proper for it to carry com- 
modities other than ice cream, films, and 
newspapers for which carriage it had au- 
thority under a contract carrier permit 
was overruled by the Utah Public Serv- 
ice Commission. 

The carrier relied on a statutory ex- 
emption to the effect that casual or occa- 


sional transportation of persons or prop- 
erty for hire could be carried on with- 
out commission approval. The commis- 
sion pointed out that this exemption was 
available only to those persons not regu- 
larly engaged in the business of trans- 
portation and consequently could not be 
claimed by a contract carrier. Re W ycoff 
(Case No. 2901). 


e 


Other Important Rulings 


STREET railway company was per- 
mitted by the Missouri commission 
to abandon its track and service and to 
substitute bus service where operation of 
the streetcar line was, and would continue 
to be, unprofitable. Testimony opposing 
abandonment, based partly on observa- 
tion but principally upon assumptions and 
inferences, was not considered sufficient 
to rebut the company’s evidence that the 
service was operated at a loss. Re St. 
Louis Public Service Co. (Case No. 10,- 
814). 


The Uniform System of Accounts for 
Electric Public Utilities as adopted by 
the National Association of Railroad and 
Utilities Commissioners was deemed by 
the Louisiana commission to be a reason- 
able system of accounts for electric com- 
panies. It had been developed from ac- 
tual public utility accounting practice, 
was peculiarly adapted to public utility 
economics, and contained special provi- 
sions to eliminate the imposition of the 
undue burden of too great detail upon the 
smaller electric utilities. Louisiana Pub. 
Service Commission v. Oak Grove Util- 


ities Co., Inc. et al. (No. 4350, Order No. 
4442). 


The Milwaukee Gas Light Company 
was authorized to adopt a rule providing 
for the denial of future applications for 
space-heating service of any nature and 
denying service for the heating of build- 
ings under construction, where it ap- 
peared that, if applications for space heat- 
ing were not restricted immediately, the 
company would not have sufficient capac- 
ity available in the 1947-1948 heating 
season to meet peak-day demands, Re 
Milwaukee Gas Light Co. (2-U-2178). 


The application of a motor carrier for 
an extension of its permit, so that in ad- 
dition to being authorized to haul grain 
during the harvest time it might render 
a similar year-round service, was denied 
by the Colorado commission on the 
ground that the evidence did not show 
existing service to be inadequate or that 
the proposed operation would not impair 
the efficient service of carriers already 
serving the area. Re Woodard (Applica- 
tion No. 8063-PP, Decision No. 27292). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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CLEVELAND ELEC. ILLUM. CO. v. CITY OF CLEVELAND 


OHIO PUBLIC UTILITIES COMMISSION 
Cleveland Electric Illuminating Company 


City of Cleveland 


No. 12,604 
January 24, 1947 


PPEAL by electric company from municipal rate ordinance; 
{ \ ordinance rates held to be insufficient and rates in effect 
prior to passage of ordinance substituted. 


Commissions, § 21 — Duty to follow state law. 
1. The Commission, as an arm of the state legislature, is bound to follow 
the state statutes as the Commission understands them in the light of the 
interpretation placed upon them by the state supreme court, p. 70. 


Appeal and review, § 82 — Appeal from rate ordinance — Burden of proof. 
2. A public utility appealing to the Commission from a municipal rate ordi- 
nance is required to bear the burden of establishing the unreasonableness of 
ordinance rates, p. 70. 


Appeal and review, § 83 — Appeal to Commission — Rate ordinance. 


3. On an appeal to the Commission from a rate ordinance the Commission 
acts administratively, either when it exercises the legislative direction to 
fix a reasonable rate or when it determines whether the rate fixed by ordi- 
nance is just and reasonable; and the Commission function is to determine 
the justness and fairness of the rate, not whether it is confiscatory, p. 70. 


Rates, § 5.1 — Function of Commission — Substitute for ordinance rate. 


4. The Commission, in fixing a substitute rate for a rate fixed by municipal 
ordinance, is required to fix a fair and reasonable rate—not a rate which 
may be merely nonconfiscatory, p. 70. 


Valuation, § 21 — Statutory procedure — Appeal from ordinance rates. 


5. The Commission, in determining fair and reasonable rates, is confined 
to the use of the valuation procedure as set forth in the statutes, whether in 
the initial determination of the reasonableness of a rate ordinance or in the 
determination of a substitute rate; and the Commission is circumscribed 
in the discretion which it may use in ascertaining a rate base, p. 70. 


Rates, § 174 — Reasonableness — Property value as a factor. 


6. Implicit in the statutes is the mandate that in ascertaining the reasona- 
bleness and justness of rates and charges the Commission must do so with 
due regard to the value of the property used and useful in the rendition of 
the service concerning which rates are to be prescribed, and to this end the 
Commission may investigate and ascertain the value of the property and 
prescribe the details of the inventory of the property of the utility, p. 73. 
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Valuation, § 75 — Reproduction cost — Inventory and appraisal. 
7. An inventory and appraisal showing, first, dollars of surviving assets 
and, second, major items of equipment in each account, resulting in a val- 
uation approximately the same as if a listing of physical units and a pric- 
ing formula had been employed, met both the substantive and procedural 
requirements of state law and Commission rules, p. 73. 


Valuation, § 379 — Right of way — Trended original cost — Federal indices — 
Overheads. 

8. Proof of the value of rights of way, based on trending of original cost 
by applying Federal indices of local farm prices to rural rights of way and 
specially developed indices of value changes for urban rights of way, with 
the addition of overhead costs to the resulting value only to the extent that 
they were not included in the original cost which was trended, appeared 
to produce a fair result; the method of proof, while novel, was saving of 
both time and expense, p. 77. 


Valuation, § 261 — Power plant site — Title question. 
9. A power plant site should not be included in the rate base at less than full 
value because of a contention that a portion of the site is filled land to which 
a public utility company has no title or an imperfect title, where the com- 
pany occupies the land and uses all of it in service, p. 78. 


Valuation, § 125 — Overheads — Addition to land value. 
10. Overhead costs such as interest and taxes during construction, although 
not adding to the value of land as such, do add to the value of a utility as 
an operating property, and they are properly capitalized as assets on the 
— of the company and included in determining value for rate making, 
p. 79. 


Valuation, § 104 — Accrued depreciation — Statutory requirement — Reserve. 
11. A statutory provision for deduction of “depreciation, if any, from the 
new reproductive cost as of a date certain, for existing mechanical deterio- 
ration” cannot be construed to read “depreciation reserve, if any,” p. 81. 


Valuation, § 96 — Accrued depreciation. 
12. Accrued depreciation must be reckoned in “value” dollars so long as 
value is used as a rate base, p. 81. 


Valuation, § 410 — Qualification of witness — Depreciation question. 
13. Witnesses, who are not engineers, by their own testimony disqualify 
themselves as competent to testify concerning physical depreciation of 
property when they testify that they have made no inspection of the prop- 
erty, p. 81. 


Valuation, § 101 — Accrued depreciation — Observation method. 


14. A determination of accrued depreciation by actual inspection and testing 
of units of property and comparison with new units, giving consideration 
to characteristics of units, operating costs, maintenance and replacement 
record, and similar factors, is acceptable in ascertaining value for rate mak- 
ing, p. 81. 


Valuation, § 40 — Rate base — Reproduction cost as measure. 


15. Reproduction cost new less depreciation was found to represent the 
value of electric utility property for rate making, p. 81. 
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CLEVELAND ELEC. ILLUM. CO. v. CITY OF CLEVELAND 


Valuation, § 290 — Working capital — Minimum bank balance. 
16. An item representing minimum bank balance requirement should be 
excluded from working capital in the absence of convincing evidence as to 
the necessity for such item, p. 83. 


Valuation, § 307 — Working capital — Electric utility. 
17. Working capital of an electric utility was allowed in an amount suf- 


ficient to cover one-eighth of operating expenses, deposit to guarantee work- 
men’s compensation, and materials and supplies, p. 83. 


Rates, § 199 — Necessity of allocation — Appeal from ordinance rates. 
18. An allocation of facilities jointly used in furnishing service to custom- 
ers whose rates are fixed by ordinance and nonordinance classes of cus- 
tomers is necessary in order to arrive at the value of property used and 
useful on an appeal from ordinance rates, p. 83. 


Apportionment, § 51 — Property values. 
19. Principles incorporated in any basis of allocation of property jointly 
used in the furnishing of several services must be in harmony with the eco- 
nomics of the results of operation, consistent throughout, and give propor- 
tionate consideration to the purposes for which the property is provided and 
expenses paid; and they must produce equitable results not only in the 
instant case but in future cases, p. 83. 


Apportionment, § 54 — Property jointly used — Noncoincident peak method — 
Temporary war loads. 
20. Temporary wartime loads should not be included in the determination 
of respective noncoincident peaks (maximum loads) that ordinance and 
nonordinance groups of customers place on a particular facility of an elec- 
tric utility, in allocating property jointly used for the purpose of testing 
ordinance rates, p. 83. 


Accounting, § 7 — Revenues and expenses — Test period. 
21. Revenues and expenses for a given period must be matched in determin- 
ing net income for such period, and the expenses caused in producing reve- 
nues must be charged against such revenues; and this rule applies whether 
a are actually experienced in such period or in another period, 
p. 85. 


Expenses, § 119 — Reserve for postwar adjustments. 

22. An appropriation by an electric company to a reserve for postwar ad- 
justments should be allowed as an operating expense when the size of the 
reserve accumulated during the war period is reasonable in relation to the 
probable amount of postwar costs resulting from amortization and war 
operations, expenses involved in the creation and use of the reserve are of 
the type properly chargeable as operating expenses, and the method of 
accounting results in charging the expenses caused by war operations and 
the amortization practices against the revenues of the war period, p. 85. 


Accounting, § 7.6 — Reserve for postwar adjustment — Restriction. 
23. An electric company which is permitted to include appropriations to 
a reserve for postwar adjustment as an operating expense should be re- 
quired to continue to use its reserve for postwar adjustment for the relief 
of operating expenses, subject to the continuing supervision of the Com- 
mission, where allowance of the expense is based on the accounting prac- 
tices as outlined by the company, p. 85. 
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Expenses, § 89 — Negotiations in rate case. 
24. A company’s expense in attempting to negotiate an acceptable rate ordi- 
nance with a municipality should, when reasonable, be allowed as an operat- 
ing expense, p. 87. 

Expenses, § 89 — Appeal from rate ordinance. 
25. An electric company’s expense in prosecuting an appeal from a rate 
ordinance should be allowed as an operating expense if the appeal is justi- 
fied. p. 87. 

Expenses, § 46 — Charitable and civic contributions. 
26. Charitable and civic contributions, found to be reasonable when tested 
by contributions of others and contributing to the general welfare of the 
locality, should be allowed as an operating expense, p. 88. 

Expenses, § 49 — Cost of funding pension plan. 
27. Costs of funding a pension plan for employees, chargeable as a de- 
ductible item for income tax purposes, should be allowed as an operating 
expense, p. 88. 

* Return, § 87 — Electric utility. 

28. A return of 4.06 per cent on the value of electric utility property, pro- 

vided by ordinance rates, was held to be inadequate; and a return of 4.43 

per cent, provided by rates in effect prior to passage of the ordinance, did 

not appear to be excessive, p. 90. 


Valuation, § 406 — Evidence in rate cases — Commission rules. 
Rules of Ohio Commission governing the presentation of expert evidence 
before the Commission in rate cases, p. 76. 
e 


[The Commission, continuing the 


By the CoMMISSION : 
history of the case, states that the Of- 





History of Case 


This is an appeal from Ordinance 
No. 338-44 enacted by the council of 
the city of Cleveland, Ohio, fixing 
residential and general commercial 
rates for alternating and direct current 
electricity supplied in the city for a 
period of two years commencing July 
7, 1944, 

On July 1, 1944, the Cleveland Elec- 
tric Illuminating Company filed its ap- 
peal herein and elected to charge rates 
under the schedules in effect prior to 
the effective date of Ordinance No. 
338-44 and filed an undertaking with 
this Commission conditioned as pro- 
vided in § 614—45 of the General Code 
of Ohio. 
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fice of Price Administration was noti- 
fied of the pendency of the appeal, and 
the company consented to OPA inter- 
vention. Chester Bowles, Price Ad- 
ministrator, intervened. 

The Commission fixed June 30, 
1944, as the date certain for the de- 
termination of all matters to be deter- 
mined in the proceeding as of a date 
certain. Hearings were held. 

The proceeding was under § 614—44 
to § 61446 of the General Code of 
Ohio. All parties consented to Com- 
mission jurisdiction with respect to 
the appeal. 

The company claimed that Ordi- 
nance No. 338-44 was unjust and un- 
reasonable and that the rates for elec- 
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CLEVELAND ELEC. ILLUM. CO. v. CITY OF CLEVELAND 


tricity would not yield just and rea- 
sonable compensation or sufficient 
revenue to pay the cost of supplying 
service or a reasonable return on the 
value of property used and useful. 
The company further complained that 
the ordinance was unjust and unrea- 
sonable because the rates were con- 
trary to state and Federal Constitu- 
tions. 

Rates in effect at the time of the 
passage of the ordinance appealed from 
were the result of negotiations and 
agreement between the company and 
the city in 1940. ] 

In support of its contention that the 
rates prescribed in the ordinance are 
sufficient to yield reasonable compen- 
sation for the service rendered the city 
in its brief sets forth sixteen claims or 
contentions. In substance, they are 
as follows: 

1. That under the Ohio statutes 
the only standard prescribed for the 
Commission to determine the justness 
and reasonableness of ordinance rates 
is that such rates shall be “just and 
reasonable” under all the circum- 
stances of the case, and that if such 
statutes must be construed to require 
a determination of the “fair value” of 
the company’s property preliminary to 
a final determination as to whether the 
rates were “just and _ reasonable,” 
proof of value as determined pursuant 
to §§ 499-9 and 61446 of the General 
Code would only be evidential factors 
to be considered with “due regard” in 
arriving at a finding of fair value, or 
other rate base, in the process of ascer- 
taining the justness and reasonable- 
ness of rates. 

2. That any limit which the su- 
preme court of Ohio has heretofore 
imposed upon the Commission’s grant 


of discretionary power implicit in the 
words “due regard to the value” as 
used in § 614—46 of the General Code, 
should now be disregarded in light of 
the decision of the United States Su- 
preme Court in the Hope Case. (Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. [1944] 320 US 591, 88 Led 
333, 51 PUR( NS) 193, 64S Ct 281.) 

3. That a fair return to the com- 
pany on its system-wide business 
should not exceed 5 per cent of its 
book plant cost less credit balance of 
its book depreciation reserve, and a 4 
per cent over-all return if the com- 
pany’s values are used. 

4. That the only competent evidence 
of fair value in the record herein is 
the book cost less credit balance of 
the reserves for depreciation. 

5. That the company’s inventory 
and appraisal filed herein does not 
comply with § 499-9B or with Rule 
XXV of the Commission. Further, 
that the inventory and appraisal does 
not generally show, and that the oral 
evidence does not generally help to 
show, the “cost” of items in the in- 
ventory but trend of dollars of the 
original cost to prices claimed as of 
June 30, 1944, in the midst of chaotic 
economic conditions, and while no 
real market existed. 

6. That the inventory, exhibits, and 
oral evidence of the company’s repro- 
duction cost new less depreciation de- 
termination do not comply with § 499- 
9E and Rule XXV of the Commission 
because it generally fails to show “the 
percentage amount of each class of de- 
preciation specifically set 
forth,” and also does not show that 
all factors of depreciation were fully 
taken into account. 

7. That no value should be assigned 
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to the site of the Lakeshore Power 
Plant at East 70th street and the lake 
front because of imperfection in the 
title of the company. 

8. That no Ohio statute sets up any 
requirement for the measuring of de- 
preciation but leaves the final deter- 
mination to the Commission. 

9. That the company’s inventory 
and appraisal by the trending process 
under the circumstances of this case 
is not a safe basis for determination of 
a reproduction cost new less deprecia- 
tion estimate. 

10. That the company’s determina- 
tion of depreciation is unsound. 

11. That the so-called “tax sav- 
ings” of $4,350,000 due to accumulat- 
ed depreciation of war facilities which 
the company charged as an expense 
above “the line” should be treated as 
remaining in the income account. 

12. That the company’s expendi- 
tures for the instant rate case should 
not be considered in testing the rea- 
sonableness of the ordinance rates and 
that the determination of where the 
burden of such expense should lie is 
provided in § 614-78 of the General 
Code. 

13. That the company’s claim for 
expense of negotiation with the city’s 
council in the amount of $15,678.55 
should be elimniated. 

14. That the company’s claim for 
allowance as expense of charitable con- 
tributions in the amount of $69,557.42 
should be eliminated. 

15. That the company’s claim for 
an allowance as expense of $343,615.- 
80 covering cost of funding of pension 
plan for company employees should be 
eliminated. 

16. That the company’s evidence 
herein shows that at the time it filed its 
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appeal it knew or should have known 
that the net earnings from the ordi- 
nance services had been and would be 
not less than the 6 per cent return it 
claims on any fair valuation, or rate 
base, and allocation of the plant and 
expenses to such services. 

These claims will be discussed in the 
course of this finding. 


Rate Base 


[1-5] As we understand the claims 
of the city with respect to rate base 
hereinbefore set forth, and as amplified 
in oral argument by city’s counsel they 
are in substance that this Commission 
is not required to find the value of the 
company’s property by ascertaining its 
reproduction cost new less deprecia- 
tion, and that if “fair value’’ were to 
be used as the rate base, that the evi- 
dence in this case would require that 
such value be the book cost less credit 
balance of reserve for depreciation as 
shown by the records of the company, 
that the Ohio statutes provide no 
standard of measurement for the de- 
termination of the amount of deprecia- 
tion, and further that the company’s 
determination of accrued depreciation 
is unsound. 

The record in this case indicates that 
the city in its negotiations with the 
company prior to the passage of the 
ordinance in question gave considera- 
tion to a report recommending the 
adoption of the ordinance in question 
which report set forth a prudent in- 
vestment rate base. Counsel of the 
city by brief and oral argument at- 
tacked the use of a reproduction rate 
base. We are mindful of the continu- 
ing controversy anent rate base mat- 
ters at least since the case of Smyth v. 
Ames was decided in 1898, 169 US 
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466, 42 Led 819, 18 S Ct 418. How- 
ever, as an arm of the legislature of 
the state of Ohio we feel bound to fol- 
low the statutes of Ohio as we under- 
stand them in the light of the inter- 
pretation placed upon them by the su- 
preme court of Ohio. What this 
Commission said in the matter of the 
appeal of The East Ohio Gas Company 
from an ordinance of the city of Cleve- 
land (East Ohio Gas Co. v. Cleveland 
[1944] Commission Cases Nos. 11,- 
001, 11,218, and 11,442) is applicable 
here. It was there stated [in 56 PUR 
(NS) 73, 77-79]: 

“In its ‘Memorandum of Law on 
What is a Just, Reasonable and Non- 
confiscatory Ordinance Rate’ the city 
states at page 1: 

“*4. There is no statutory provision 
imposing upon the Commission any 
formula by which it shall decide the 
question whether an ordinance rate 
is just and reasonable, or unjust and 
unreasonable.’ 

“At page 2 thereof it further states: 

“ “The legislature has appropriately 
provided no formula for council to 
follow because council in fixing a max- 
imum rate acts legislatively, East Ohio 
Gas Co. v. Cleveland (1938) 24 PUR 
(NS) 221, 94 F2d 443, cert. den. 
(1938) 303 US 657, 82 L ed 1116, 
58 S Ct 761. The legislature has pro- 
vided a valuation formula for this 
Commission to follow when the Com- 
mission fixes a substitute rate only be- 
cause this Commission in fixing a sub- 
stitute rate acts administratively.’ 

“The city further calls our attention 
in its memorandum to a former opin- 
ion of this Commission, East Ohio 
Gas Co. v. Cleveland (1934) 4 PUR 
(NS) 433, 437, in which the Commis- 
sion said: 


“*There is no statutory provision 
imposing upon the Commission any 
rule by which it shall decide the pre- 
liminary question as to whether the 
ordinance rate is, as a matter of fact, 
unreasonable but when the Commis- 
sion has determined that it is unrea- 
sonable and begins its investigation 
through which it is to determine the 
rate to be fixed by the Commission 
then there are specific statutory direc- 
tions that must be followed.’ 


“It is apparent in its discussion of 
this subject that the city has in mind 
the possible use by council of more 
than one formula for the determination 
of a rate base and further that this 
Commission is free in the determina- 
tion of the reasonableness of a rate 
ordinance to employ such formulae. 

“It would therefore follow that this 
Commission ‘may find and declare’ 
that a rate fixed by ordinance is just 
and reasonable by the use of one or 
several formulae, although if the Com- 
mission, in its judgment, predicated 
on one or more of these formulae 
‘shall be of the opinion that the rate 

so fixed by ordinance is or will 
be unjust or unreasonable’ then it must 
use but one formula, namely, the 
statutory valuation procedure in the 
determination of a ‘just and reason- 
able’ rate. The above quotations are 
from § 61446 General Code. 

“We agree with the city that in 
fixing a substitute rate we are acting 
administratively, but it is not stated 
in what capacity we act when we ‘find 
and declare the city rate . . . so 
fixed by ordinance is just and reason- 
able and ratify and confirm the same.’ 
If the Commission in determining the 
reasonableness of an ordinance rate is 
not bound by any formula, then as a 
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practical matter it would seem to fol- 
low that the Commission should adopt 
the formula or formulae employed by 
the city in its determination of a fair 
and reasonable ordinance rate. Unless 
this were done it would seem impos- 
sible for the two bodies, a city coun- 
cil and this Commission, ever to arrive 
at the same just and fair rate because 
it is well known that results may vary 
depending upon the formula used. It 
is obvious in this case that the city 
would not present this argument un- 
less such a result would ensue. On an 
appeal to this Commission by a public 
utility from a rate ordinance it is re- 
quired to bear the burden of establish- 
ing the unreasonableness of the ordi- 
nance rate. This proof is made to the 
Commission. Is it contemplated that 
the utility in such case would be limit- 
ed in its proof to evidence which would 
be competent only under use of the 
formula adopted by the city in arriving 
at the ordinance rate? Is it contem- 
plated that such evidence, if it is not 
evidence relating to valuation as re- 
quired by the Ohio statutes, shall not 
be used or considered by the Commis- 
sion in fixing a reasonable substitute 
rate if the ordinance rate is found to 
be unreasonable? It would seem to 
follow from the argument advanced 
that evidence competent in one in- 
stance on the question of fairness and 
reasonableness would be incompetent 
in the same proceeding upon the same 
question. We do not believe that this 
Commission had this result in mind at 
the time the foregoing statement was 
made by it and the record of that case 
refutes the contention that the Com- 
mission intended such consequences. 
“In our opinion we are acting ad- 
ministratively either when we exercise 
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our legislative direction to ‘fix and 
determine the just and reasonable rate’ 
or when we ‘find and declare that the 
rate . . . so fixed by ordinance is 
just and reasonable.’ Our function in 
passing upon an ordinance rate is to 
determine its justness and fairness not 
whether it is confiscatory. In fixing 
a substitute rate our legislative man- 
date is to fix a fair and reasonable rate. 
It may be true that a rate fixed by a 
city council in the exercise of its legis- 
lative power may be nonconfiscatory 
in the judicial sense but nevertheless 
unjust and unreasonable. It is like- 
wise true that a rate fixed by this Com- 
mission may be fair and reasonable 
from the standpoint of both the utility 
investor and the consumer and be 
much above the zone of confiscation. 
In other words, the function of this 
Commission it seems to us is not to 
establish a rate which may be merely 
nonconfiscatory but rather the estab- 
lishment of rates that are fair and rea- 
sonable. We believe that the interpre- 
tation placed upon the statutes of Ohio 
by the supreme court of this state have 
confined us in the determination of 
fair and reasonable rates of a gas util- 
ity to the use of the valuation proce- 
dure as set forth in the statutes wheth- 
er it be in the initial determination of 
the reasonableness of a rate ordinance 
or in the determination of a substitute 
rate.” 

In East Ohio Gas Co. v. Public Util- 
ities Commission (1938) 133 Ohio St 
212, 22 PUR(NS) 489, 12 NE2d 
765, Syllabus 1, it is stated: 

“The provisions of § 499-9, General 
Code, required that property, other 
than land, of a public utility to be 
valued by deducting ‘the sum of the 
amounts of depreciation from the sum 
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of the new reproductive costs’ as of the 
date of the investigation. It is the 
duty of this court upon a review of 
orders of the Public Utilities Commis- 
sion not only to determine whether 
lawful rules were applied by the Com- 
mission but also to decide whether up- 
on the record the orders made were 
against the weight of the evidence or 
resulted in confiscation of property.” 

The Supreme Court of the United 
States in Federal Power Commission 
v. Natural Gas Pipeline Co. (1942) 
315 US 575, 586, 86 L ed 1037, 42 
PUR(NS) 129, 62 S Ct 736, observed 
that Commissions are free “within the 
ambit of their statutory authority” to 
make a determination of rates. In 
our opinion we are circumscribed in 
the discretion which we may use in 
ascertaining rate base. 


There is nothing in the present rec- 
ord which relates the book cost of the 
company’s property less the deprecia- 
tion reserve to its present reproduc- 
tion cost depreciated, nor does the 
evidence of book cost in any way indi- 
cate that the evidence of reproduction 
cost is unsound or unreliable as a 
measure of present fair value. 


Inventory 


[6, 7] The city assails the inventory 
filed herein by the company asserting 
that the same does not comply with 
§ 499-9 of the General Code nor with 
Rule XXV of this Commission. 


The inventory is contained in Co. 
Ex. 3-27. Each inventory exhibit 
contains in effect two inventories: 
First, an inventory of dollars of sur- 
viving assets and, second, an inven- 
tory of major items of equipment in 
each account. With respect to its in- 


ventory and appraisal the company in 
its brief states: 

“The determination of reproduction 
cost new as of the date certain, June 
30, 1944, presented by Mr. K. A. Far- 
rell was based almost wholly upon the 
inventory of recorded book dollars. 
The items listed in this section of the 
inventory are called ‘surviving assets.’ 
The term ‘assets’ as here used may 
be defined as the recorded book cost of 
property. When modified by the word 
‘surviving’ it, of course, refers to prop- 
erty currently in existence (1. e., not 
yet retired). Hence, surviving assets 
would refer fundamentally to the book 
value of surviving property in a given 
account at a given date. However, in 
order to properly apply price trends to 
the book cost of property to obtain re- 
production cost new at a date certain, 
it is necessary to know not only the 
total balance but a separation of that 
balance to show the dollars applicable 
to each year of construction. Thus, 
the term ‘surviving assets’ as it is 
specifically used here refers to a tabu- 
lation of the recorded book cost of the 
elements of property actually surviv- 
ing, set forth by year of construction 
in each fixed asset account or portion 
thereof. 

“This inventory is complete in every 
detail except for minor amounts of 
property where only the total surviv- 
ing assets (i.e., not set out by years of 
construction) are presented. (In 
these cases pricing was used as the 
primary basis of reproduction cost new 
by Mr. Farrell.) 

“Surviving assets are, in many in- 
stances, broken down to show in sepa- 
rate columns the portions of the total 
surviving assets from each year of 
construction which represent certain 
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major classes or types of property. 
For example, in Account 542, Prime 
Mover Equipment, there are shown 
separately the portions of the total sur- 
viving dollars in each year which rep- 
resent foundations, turbo-generators, 
condensing equipment, engineering, 
interest, taxes, and other. In a num- 
ber of cases such breakdown is ex- 
tremely extensive; for example, Ac- 
count 562, Company Exhibit 24, 
pages 37 to 54, and Account 563, 
Company Exhibit 25, pages 114 to 
128. In other accounts complete iden- 
tification of each dollar of surviving as- 
sets with the major items of physical 
property represented thereby is provid- 
ed. For example, in Account 554, Dis- 
tribution Substation Equipment, the 
surviving assets are broken down to 
show separately transformers, oil cir- 
cuit breakers, voltage regulators and 
other equipment. With respect to the 
portions covering the transformers, oil 
circuit breakers and voltage regula- 
tors, the particular equipment items 
represented by each individual dollar 
entry in the surviving assets are set 
forth on the pages immediately follow- 
ing the surviving assets for each sub- 
station. The size, type, manufacturer, 
number, and other physical character- 
istics are given completely for each 
such item. 

“Tn each case in which the surviving 
assets represent a conglomerate prop- 
erty, not fully segregated by types 
within the surviving assets themselves, 
weighting percentages are furnished 
showing dollar-wise the proportion of 
the principal kinds of physical prop- 
erty represented by the surviving as- 
sets. 

“Thus, if a given account were com- 
posed of four major elements; wood 
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poles, copper wire, labor and miscel- 
laneous property, and in a typical year 
of construction the cost was 20 per 
cent for wood poles, 25 per cent for 
copper wire, 50 per cent for labor and 
5 per cent miscellaneous, these per- 
centages would be the weighting per- 
centages for this hypothetical account. 

“The surviving assets are taken 
from the books of the company and 
represent, with respect to the inven- 
toried portion of the total system prop- 
erty, all of the electric property which 
had not as of the date certain been 
retired. The weighting percentages 
represent the actual proportions of the 
various elements in large representa- 
tive segments of the company’s in- 
ventoried property as derived from 
comprehensive analysis of data, with 
respect to the construction of such 
property, concurrently recorded in the 
regular course of business. 

“The accuracy of the books from 
which the surviving assets are derived 
is not disputed. In fact, witnesses 
for the city took occasion to praise the 
accuracy and completeness of the com- 
pany records. Mr. Learned checked 
the weighting percentages presented 
by the company in its inventory and 
found that the work had been ‘correct- 
ly done.’ 

“Thus, the surviving assets sec- 
tion of the inventory presents a com- 
plete and admittedly accurate listing 
of the property of the company with 
ample physical identification and seg- 
regation of the dollars to enable a most 
accurate application of appropriate 
price trends. 

“The only basic difference between 
this sort of inventory and a detailed 
listing of physical quantities is that 
in the latter case, for instance, one 
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states that there are 100 cubic yards 
of concrete in conduits (with perhaps 
x per cent added for contingencies), 
whereas in the former case one states 
that there are so many dollars worth of 
conduits constructed in the year 1935 
of which 13.23 per cent is in concrete 
material. The actual unit costs of this 
concrete material (the basis of price 
trends) may be ascertained from the 
books and records of the company for 
each year of construction. Indeed 
such ascertainment was one of the 
methods that the city’s witness, Mr. 
Learned, used in checking the accuracy 
of the company’s statement of surviv- 
ing assets. See page 1363 of the Rec- 
ord where he states: ‘I went back in 
instances to the billing so that I was 
satisfied it seemed to be accurately 
done.’ 

“The inventory of surviving assets 
is, therefore, as accurate an inventory 
of the property of The Cleveland Elec- 
tric Illuminating Company as it is 
practical to make, and reflects actual 
experience which is not available from 
a field inventory of physical units. In- 
deed, since the surviving assets repre- 
sent precisely what actually happened 
in construction of the property, there is 
no necessity to provide, either in the 
inventory or in the pricing, for omis- 
sions and contingencies. Liberal al- 
lowances for these are required and ap- 
pear to be provided habitually in re- 
production cost new estimates based 
upon field inventories in order to allow 
for the inaccuracies of a field count and 
the occurrence of unknown but ex- 
pected contingencies. Re Cincinnati 
Gas & F. Co. (Ohio) PUR1916F 
416, Re Cambridge Home Teleph. Co. 
(Ohio) PUR1930E 65. The lack of 
necessity for such provisions is one of 


the substantial advantages of an in- 
ventory of surviving assets and the 
trending method of determining re- 
production cost new. 

“Each inventory volume contains a 
complete description of facilities, 
photographs of the principal elements 
of the property, technical and engi- 
neering data, design prints, and stand- 
ards of construction where applicable, 
in addition to a complete listing of 
the major items of property covered 
therein. Mr. Learned, engineering 
witness for the city of Cleveland, 
stated in his written testimony that 
there was a list of major items in 
‘some accounts.’ Even the most cur- 
sory examination of Company Ex- 
hibits 3 to 27, inclusive, will show that 
major items of equipment, volumetric 
content of structures, or description 
and location of land are listed in every 
account, and in respect of certain 
structures, overhead services, trans- 
formers, and meters complete quanti- 
ties are listed in detail. Furthermore, 
Mr. Learned spot-checked the quanti- 
ties listed and had no criticism of the 
accuracy of the listing. 

“The listing of quantities was specif- 
ically designed to be such that by the 
use of them, together with the com- 
plete description of the property, the 
standards of construction, and the en- 
gineering data, an engineer experi- 
enced in the construction and opera- 
tion of an electric utility property or in 
the appraisal of such property could 
arrive at an entirely independent esti- 
mate of the reproduction cost new of 
the property. 

“The inventory contains all electric 
property physically located in the city 
of Cleveland irrespective of its useful- 
ness and, with one minor exception 
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discussed below, all property outside 
of Cleveland used in whole or in part 
for service within the city of Cleveland. 
That portion of the property inven- 
toried which was not used and useful 
as of the date certain was either specifi- 
cally set out in the inventory and not 
included in the appraisal or was ex- 
cluded in process of allocation. Por- 
tions of certain plant, substation and 
warehouse sites not considered used 
and useful as of the date certain were 
eliminated by Mr. Ostendorf, the com- 
pany’s real estate expert, in his ap- 
praised values. 

“The exception referred to above 
was with respect to the mains, second- 
aries, transformers, and outside street 
lighting facilities of the overhead dis- 
tribution system. In the territorial al- 
location, as appears hereafter, these 
were allocated on the basis of physical 
location. Those included in the in- 
ventory and the appraisal which were 
useful to service outside of Cleveland 
would be substantially offset by those 
outside of Cleveland which were use- 
ful to service inside of Cleveland. 
These latter were for this reason not 
included in the inventory or in the val- 
uation.” 

The foregoing fairly and sufficiently 
describes the inventory. Implicit in 
the statutes is the mandate that in as- 
certaining the reasonableness and just- 
ness of rates and charges the Commis- 
sion must do so with due regard to the 
value of the property used and useful 
in the rendition of the service concern- 
ing which rates are to be prescribed. 
To this end the Commission may in- 
vestigate and ascertain the value of 
the property of the public utility 
(§ 499-8 General Code), and shall 
prescribe the details of the inventory 
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of the property of the utility. In as- 
certaining the values of the various 
kinds and classes of property the Com- 
mission shall have authority to ascer- 
tain and report in such detail as it may 
deem necessary as to each piece of 
property owned and used. Such in- 
vestigation and report shall show such 
other items concerning values and 
methods of making valuations as the 
Commissjon may deem proper. (§ 499- 
9 General Code.) 

Pursuant to this statutory mandate, 
the Commission promulgated Rule 
XXV. 

The first five paragraphs of this 
rule are as follows: 

“In re: The publication of a code 
of rules governing the presentation of 
expert evidence before the Commis- 
sion in rate cases, and for the expedi- 
tion of hearings and disposition of 
such cases. 

“The Commission having under 
consideration the adoption of a code of 
rules to govern the presentation of 
evidence in the formal rate cases to the 
end that such cases be conducted more 
expeditiously, and having due regard 
for the prolixity of technical evidence 
and time consumed in examination of 
witnesses, and 

“Having further regard for the 
great number of such proceedings re- 
cently filed and now pending and the 
probability of the institution of many 
others, and having regard for the 
burdensome costs that must be in- 
curred if the trial of such cases be 
conducted as heretofore, and 

“Desiring to expedite the hearing 
and disposition of such cases, and to 
avoid the long delays heretofore ex- 
perienced, and to lessen the costs of 
such proceedings, it is, 
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“Ordered, that the following code 
of rules be, and hereby is adopted to 
govern the presentation of testimony, 
exhibits, etc., and procedure in rate 
cases before the Public Utilities Com- 
mission of Ohio, as far as the same are 
applicable.” 

Under subtitle “Testimony of Ex- 
pert Witnesses” appears the following : 

“(5) Wherever testimony is given 
by the witness as to costs, there shall 
be a proper breakdown of the elements 
of such costs on each account, both as 
to quantities and units.” 

Under subtitle “Appraisals” ap- 
pears the following: 

“When appraisals are presented, 
they shall be prefaced by a summary 
sheet setting forth the valuations for 
each class of physical property sepa- 
rately under the following columnar 
headings, using appropriate account 
numbers and titles. 

“1. Material: (a) Direct. (Re- 
sulting from application of unit costs 
to quantities.) (b) Indirect. (Rep- 
resenting associated material items not 
detailed. ) 

“2. Labor: (a) Direct. (Result- 
ing from application of wage rates and 
time employed.) (b) Indirect. (Rep- 
resenting associated labor items not 
detailed. )” 

Under subtitle “In General” ap- 
pears the following: 

“(2) When an appeal is filed from 
an ordinance of a municipality, the ap- 
pellant shall within ninety days after 
the filing of such appeal present to the 
opposite side for its examination a 
complete inventory of the property in- 
volved, unless for good cause this 
time is extended by the Commission. 
Within thirty days after the receipt of 
a copy of such inventory the opposite 


side shall indicate in writing its ac- 
quiescence thereto or to parts there- 
of, or shall designate clearly the points 
upon which it disagrees, using the ap- 
propriate uniform accounting numbers. 
Upon proper showing the Commission 
may grant additional time within which 
to answer to such inventory.” 

It is apparent from an analysis of 
the foregoing excerpts that Rule XXV 
is procedural in character and was 
adopted for the purposes therein stated, 
namely, “to govern the presentation 
of evidence in the formal rate cases 
to the end that such cases be conducted 
more expeditiously.” 

That this purpose might be attained 
it provided in cases of the character 
now under consideration that “within 
thirty days after the receipt of the 
copy of inventory the opposite side 
shall indicate in writing its acquies- 
cence thereto or to parts thereof, or 
shall designate clearly the upon 
which it disagrees 

The inventory was filed with the 
Commission and with the city early 
in 1945. Hearings on the appeal began 
on May 15, 1946. Prior thereto no 
disagreement to the inventory was ex- 
pressed by the city either to the com- 
pany or to the Commission. The evi- 
dence of both the company and the city 
is that the inventory and appraisal used 
by the company resulted in a valuation 
approximately the same as if a listing 
of physical units and a pricing formula 
had been employed. In our opinion 
the inventory meets both the substan- 
tive and procedural requirements of 


§ 499-9 General Code and Rule XXV. 
Valuation of Land 


[8] The company’s evidence of 
land values was presented by E. L. 
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Ostendorf of Cleveland, an experi- 
enced real estate appraiser, whose 
testimony was accompanied by a writ- 
ten exhibit showing the basis of his 
opinion. He arrived at the value of 
building and yard sites by standard 
appraisal methods. The company 
added overhead costs to his values. 
He trended the original costs of rights 
of way to the date certain by applying 
Federal indices of local farm prices to 
rural rights of way and specially devel- 
oped indices of value changes for 
urban rights of way. Overhead costs 
were added to the resulting value of 
rights of way only to the extent that 
they were not included in the original 
cost which was trended. There was 
no contest in the evidence or otherwise 
about the company’s claim of value of 
rights of way. Its method of proof, 
while novel, was saving of both time 
and expense, and appeared to produce 
a fair result. 

To the extent that such trends were 
based on published governmental fig- 
ures they are free of the normal caveat 
that accompanies only evidence pre- 
sented by an interested party. The 
company’s right of way value of $3,- 
149,115 as of June 30, 1944, is, there- 
fore, accepted. 

[9] The company’s evidence with 
respect to its 54 building and yard sites 
was challenged in the evidence with re- 
spect to only one site, namely, The 
Lake Shore Power plant site. 

The city claimed that a portion of 
this site was filled land to which the 
company had no title or an imperfect 
title, which fact would diminish its 
value. 

These same contentions were made 
by the city of Cleveland, with respect 
to the same site and against the same 
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company in an identical type of pro- 
ceeding once before, Case No. 210. 
(See PURI1919A 602; PUR1920B 
891.) The Commission then ruled 
against the city on the grounds that 
the Commission had no jurisdiction to 
try title and that in any event the com- 
pany was occupying the land in ques- 
tion and using all of it in service to 
the city and that if it did not have this 
land it would have to have other land 
of a like character and, therefore, its 
full value should be placed in the rate 
base. 

The case was taken to the supreme 
court which affirmed the Commis- 
sion’s decision after certain modifica- 
tions which had no bearing on this 
particular issue. Cleveland v. Public 
Utilities Commission (1918) 98 Ohio 
St 462, 463, 121 NE 700. 

The company contended that the is- 
sue was res adjudicata in these cir- 
cumstances. Whether it is or is not 
we consider the precedent as both 
sound and binding and, accordingly, 
reject the city’s contention. 

The city further contested the com- 
pany’s claim of value for this site by 
presenting the testimony of W. R. 
Granger of Cleveland who was also an 
experienced real estate appraiser. His 
appraisal was $199,945 less than the 
bare land value of $757,745 found by 
Ostendorf. After a careful examina- 
tion of the testimony of both witnesses 
we find that Ostendorf not only sup- 
ported his appraisal with more per- 
tinent data but also arrived at a more 
plausible result in the light of the com- 
parative values of the two parcels in- 
volved at this site. 

The larger parcel has street front- 
age, water frontage, riparian rights, 
and advertising value far greater than 
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the smaller parcel, yet city witness, Mr. 
Granger, allowed only 5 cents per 
square foot additional value for these 
advantages. We are of the opinion 
that Mr. Ostendorf’s appraisal more 
nearly reflects the true bare land val- 
ue. 
[10] The city also contested the ad- 
dition of overhead costs to the building 
and yard site appraisals, although not 
the right of way appraisals. This ob- 
jection, made in oral argument, was on 
two grounds: (1) That there was no 
evidence in the record to support the 
overheads added to Mr. Ostendorf’s 
appraisal, and (2) that no overhead 
costs should be added to land values 
as a matter of law. Actually the rec- 
ord does show the derivation of the 
overhead costs used by Mr. Ostendorf. 
They are found in the written testi- 
mony and exhibits of company wit- 
ness Farrell who testified generally 
on the subject of overhead costs. 

The city offered no evidence contra 
to Farrell’s testimony. Farrell’s fig- 
ures appear in line with our general in- 
formation on the subject and are rather 
fully supported in his written testi- 
mony. We find that they are correct. 

As to the question of law involved it 
is true that overhead costs such as in- 
terest and taxes during construction 
do not add to the value of land as such. 
But they do add to the value of a utility 
as an operating property. They are 
properly capitalized as assets on the 
books of the company, under the classi- 
fication of accounts prescribed by this 
Commission. 

They may be included as assets in 
the statements upon which investors 
rely in buying utility securities. They 
represent either out-of-pocket expendi- 
tures or return foregone. They add 
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value to the enterprise. It is signifi- 
cant to note that no claim is made in 
this case for a separate element of val- 
ue in the nature of going concern val- 
ue. This is in line with the ruling of 
the Ohio supreme court in the case of 
Hardin-Wyandot Lighting Co. v. Pub- 
lic Utilities Commission (1928) 118 
Ohio St 592, PUR1928D 560, 162 
NE 262, where it was held that going 
concern value should not be added 
separately if all overhead costs have 
been included in the valuing of tan- 
gible assets. In the case of land it mat- 
ters little whether these elements of 
value are considered in connection 
with the land to which they are directly 
related or treated separately so long 
as there is no duplication. It is the 
practice of this Commission to include 
such overheads in determining value. 
The East Ohio Gas Co. v. Cleveland 
(1944) 56 PUR(NS) 73. 

We are of the opinion the practice 
is sound and consistent with § 499-9, 
paragraphs A, B, and C of the General 
Code, which was adopted prior to the 
decision in the Minnesota Rate Cases 
(1913) 230 US 352, 57 Led 1511, 33 
S Ct 729, 48 LRA(NS) 1151, Ann 
Cas 1916A 18, which disallowed cer- 
tain overhead costs attributed to lands. 
We, therefore, approve the site values 
found by Ostendorf to aggregate $2,- 
424,723 as of June 30, 1944, including 
overheads. 

It is pertinent to note that the evi- 
dence shows that substantially all of 
the sites and rights of way of the com- 
pany increased in value in varying de- 
grees throughout the ordinance period. 
This increase is not reflected in the 
land value figures included in the rate 
base for this case. 

It is also pertinent to note that wit- 
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ness Ostendorf stated that his appraisal 
did not include the land not used and 
useful for electric service to the city 
of Cleveland. 


Valuation of Property 
Other Than Land 


The company presented an estimate 
of reproduction cost new ascertained 
principally by the use of price trends. 
It claims that where proper data are 
available for the construction and ap- 
plication of price trends and the correct 
method of using them is adopted that 
the process is relatively simple and de- 
void of much of the speculation in- 
volved in making a reproduction cost 
new estimate of a large quantity of 
property. 

In its brief the company states, “A 
price index is a mathematical method 
of expressing the variation over a pe- 
riod of years in the price of a given 
commodity, service, or property in re- 
lation to the price for a particular (or 
base) year or period. Normally the 
price index ‘is constructed by express- 
ing the prices for each year as a per- 
centage of the price for the base year. 
, Thus, if the price index is 
known and the price in any one year 
is known, as in this case where sur- 
viving assets by years of construction 
are set out, then the price in any other 
desired year may be computed. as 

The application of the company’s 
method is fully and completely detailed 
in Company Exhibit 30 and no useful 
purpose will be served by further com- 
ment here. 

Mr. A. P. Learned, a city witness 
and an engineer of long experience in 
making reproduction cost new esti- 
mates, at page 2 of his testimony in 
City Exhibit 8 makes the following 
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comment concerning the trends as 
developed by company witness Farrell: 

“Our check of the company’s trend- 
ing and the development of weighting 
and percentages indicated they were 
correct in their arithmetic and the basis 
for such trends were not materially out 
of line. However, it should be said 
that all trending is an approximation 
that depends upon correctness, detail, 
and uniformity in keeping accounts, 
correctness of trend indices, correct- 
ness of judgment for breakdown of 
costs where detail is lacking, and the 
final matter of judgment in converting 
from piecemeal construction to a 
wholesale job. All of these steps are 
in addition to those necessary in pric- 
ing a detailed inventory. 

“I want it understood that in view 
of the limitation of my assignment I 
have used company data in all my 
computations after the spot check out- 
lined and then have allocated both 
property and expenses in accordance 
with my own findings. I should say 
further that I did supplement these 
data with additional data furnished 
upon request by the company.” 

Mr. Learned in his oral testimony 
at pages 1360-1370 of the record on 
direct examination made further com- 
ments upon the method employed by 
the company in making its valuation 
and also with respect to the results 
thereof as follows: 

[Testimony omitted relates to the 
employment of Mr. Learned, expense 
which would have been entailed if the 
city had made a separate inventory, 
and a decision which had been reached 
to make a check, a spot check, of data 
submitted by the company. It was 
disclosed that city representatives 
visited some of the property, that they 
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checked trends and weighting percent- 
ages. The witness explained his views 
on trending figures. ] 

Q. Then, I understand, in sub- 
stance, what you say is that the figure 
that has been arrived at here by the 
engineers for the company reasonably 
approximates the figure which would 
be arrived at had a pricing formula 
been employed? A. I think that is a 
correct statement, yes, sir. 

Q. Then could you reasonably say 
that the figure which has been used in 
this case by the company would repre- 
sent a reproduction cost new estimate? 
A. I would say approximately so, yes, 
sir. And if I may just amplify, just 
a little bit on that, I say that without 
hesitancy because a very considerable 
part of this stuff that runs up into real 
money is machinery, and we know ap- 
proximately what that costs, and then 
on the other items it may be that there 
is not quite enough shaved off, but that 
amount you shave off, when you get it 
down to final percentages it just won’t 
make or break the amount one way or 
the other. That is what it amounts to. 

Just as an engineer, we very often 
—I doubt whether two engineers 
would arrive at an answer within may- 
be—I would think they are very con- 
scientious if they were within 3 per 
cent to 5 per cent. Sometimes it is a 
lot further apart from that and then I 
wonder whether it is conscientious. 


Determination of Accrued 
Depreciation 


[11-15] In the city’s brief it is said: 

“We claim that in the light of the 
evidence in this case the credit balance 
of the depreciation reserve account is 
the only fair measure of existing ac- 
crued depreciation.” 


[6] 
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This position is supported by the 
testimony of city witnesses C. W. 
Smith and Edward L. Dunn of the 
staff of the Federal Power Commis- 
sion. 

Section 499-9F of the General Code 
provides: “The net value as of a 
date certain, of all physical property 
other than land owned by such utility 
or railroad, to be derived by deducting 
the sum of the amounts of deprecia- 
tion from the sum of the new reproduc- 
tion costs.” 

Mr. A. P. Learned, witness for the 
city and an expert on valuation, testi- 
fied with respect to determining ac- 
crued depreciation as follows: 

“The correct and proper method of 
arriving at the depreciation existing in 
an electric utility property is the ob- 
servation method and this method is 
usually used by engineers.” 

Section 499-9E of the General Code 
refers to “depreciation, if any from 
the new reproductive cost as of a date 
certain, for existing mechanical de- 
terioration. .” (Italics ours.) 

Clearly this language could not be 
construed to read “Depreciation re- 
serve, if any, etc.” 

So long as value is used as a rate 
base we think that a determination of 
accrued depreciation must be reckoned 
in “value” dollars. The law of Ohio 
seems to be well established by the fol- 
lowing precedents: Lima Teleph. & 
Teleg. Co. v. Public Utilities Commis- 
sion (1918) 98 Ohio St 110; PUR 
1919A 888, 120 NE 330; Cincinnati 
v. Public Utilities Commission, 113 
Ohio St 259, PURI1925E 432, 148 
NE 817; Ohio Bell Teleph. Co. v. 
Public Utilities Commission (1936) 
131 Ohio St 539, 15 PUR(NS) 443, 
3 NE2d 475; East Ohio Gas Co. v. 
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Cleveland (1944) 56 PUR(NS) 73, 
84; Re Ohio Bell Teleph. Co. (Ohio) 
PUR1931B 46; Cleveland v. Public 
Utilities Commission (1918) 98 Ohio 
St 462, 121 NE 700. 

In Company Exhibit 30 at page 75, 
witness Farrell, presented by the com- 
pany, described the method used by 
him in determining depreciation as 
follows: “Depreciation was found by 
actual inspection and testing of the 
units of property in the field and com- 
paring those units with new units of 
property; by studies of the character- 
istics of the existing units of property 
and comparing those characteristics 
with the characteristics of new units of 
property; by studies of the operating 
costs of existing units of property and 
likewise comparing those costs with 
the costs of new units of property; by 
a study of the maintenance and replace- 
ment record, by units of property, and 
other similar investigations, all of 
which are detailed under the various 
accounts.” 

A review of Mr. Farrell’s written 
testimony on this subject convinces us 
of the care and thoroughness with 
which he made his study. The con- 
clusion is apparently supported by Mr. 
Learned, witness for the city. In City 
Exhibit 8 at page 1, Mr. Learned tes- 
tified as follows: “We did spot check 
in a few cases quantities, where they 
had been furnished, for depreciation as 
claimed by the company finding no 
material grounds for criticism so far 
as we went. However, I have not 
been entirely satisfied with the func- 
tional depreciation of power plants al- 
though in my allocations I have not 
departed from the company’s find- 
ings.” 

In contrast with the testimony of the 
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city witness Learned is the testimony 
of city witnesses Dunn and Smith, nei- 
ther of whom is an engineer. Mr. 
Dunn testified that he had made no in- 
spection of any of the company’s prop- 
erty. Witness Smith testified as fol- 
lows: “In other words, accrued de- 
preciation and depreciation expense 
are merely two phases of the same 
thing, depreciation. One represents 
the cost of capital allocated to a given 
year, and the other the cost of capital 
which is to be charged against all past 
operations. 

“T do not think there is any greater 
fallacy than the theory, never shared 
by economists or accountants, that de- 
preciation is a physical thing. It is an 
economic thing. It is the using up of 
service life. 

“Physical depreciation is important. 
It is important to know in determining 
depreciation the condition of property, 
but I do not believe any competent 
engineer would any more base depre- 
ciation sources, and certainly I would 
not, and I am not an engineer, but I 
made many depreciation studies and 
testified as to depreciation rates on 
many occasions—I do not believe that 
anyone would base his determination 
of service lives on inspection of prop- 
erty any more than an insurance com- 
pany would base insurance rates upon 
the physical examination of individuals 
alone.” 

Weare here concerned with physical 
depreciation of the property involved 
and witnesses Smith and Dunn by 
their own testimony disqualify them- 
selves as competent to testify concern- 
ing this fact. 

We therefore adopt and find that the 
determination of accrued depreciation 
as made by the company is correct. 
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It thus appears that the company 
estimates of value were compiled in 
such form and in sufficient detail as to 
permit of a check as to the reasonable- 
ness of such estimates. It further ap- 
pears that witnesses for both the city 
and the company are in substantial 
agreement as to the accuracy and rea- 
sonableness of the estimates of a repro- 
duction cost new of $210,299,580 and 
a reproduction cost new less deprecia- 
tion of $170,082,623 submitted by the 
company exclusive of any allowance 
for working capital and materials and 
supplies. We therefore find that such 
is the value in the determination of 
the issues in this case. The details of 
such determination are set forth in 
Tables 1 and 2 made a part of this 
finding. 


W orking Capital 


[16, 17] For entire company opera- 
tions including the steam-heating op- 
erations, the company has included for 
working capital the following 
amounts: 


One-eighth of operating expenses 
for year ended June 30, 1945 .... $3,075,000 


Deposit to guarantee workmen’s 
MOL oc cewaiihs <saveede 175,000 
Minimum bank balances .......... 400,000 

Materials and supplies exclusive of 
GED  dcakuvacteestessceanonenake 2,040,000 
BE cknates.sencousacieeeeneke 1,940,000 
WEE Ssucdeducuesansedeee $7,630,000 


On this amount there is allocated to 
electric operations the amount of $7,- 
313,000. 

The city excludes the $400,000 of 
minimum bank balances, a reduction 
of $469,000 in the amount of materials 
and supplies, a reduction of $503,000 
in allowance for coal supply, offset to 
the extent of $133,000 higher allow- 
ance than the company in the computa- 
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tion of one-eighth of the annual operat- 
ing expenses. On the record in the 
case, it appears that the amounts in- 
cluded by the company for coal and 
materials and supplies are reasonably 
required for the operations of the com- 
pany. As to the $400,000 minimum 
bank balance requirement included by 
the company, the evidence as to the 
necessity for this is not too convincing. 
Weare therefore allowing the amounts 
included by the company, exclusive of 
the item of $400,000 of minimum bank 
balances, which produces an amount of 
working capital of $6,939,000 for all 
electric operations as compared with 
the company claim of $7,339,000 and 
the city allowance of $6,100,000. 
Adding this allowance to the reproduc- 
tion cost of $210,299,580 and repro- 
duction cost new less depreciation of 
$170,082,623 heretofore found before 
allowance for working capital and ma- 
terials and supplies, produces a repro- 
duction cost new of $217,238,580 and 
a reproduction cost new less deprecia- 
tion of $177,021,623 with inclusion of 
allowances for materials and supplies 
and working capital as set forth in 


Table 2. 


Allocation of Jointly Used Property 
Between the Ordinance and Non- 
Ordinance Classes of 
Customers 


[18-20] In order to arrive at the 
value of the property used and useful 
for the furnishing of service to those 
customers whose rates were fixed by 
the ordinance appealed from it becomes 
necessary to make an allocation of 
those facilities jointly used in the fur- 
nishing of service to both the ordi- 


nance and nonordinance classes. 
Fundamentally both company and city 
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used the same methods. The greater 
part of the jointly used property such 
as power plants, transmission lines, 
substations, and feeders was allocated 
by both parties by application of the 
noncoincident peak method. In ap- 
plying this method the peaks (maxi- 
mum loads) that the ordinance and 
nonordinance groups placed on a par- 
ticular facility are determined without 
regard to the time of occurrence of 
such peaks. The ratio of the ordi- 
nance group peak to the sum of the 
peaks determines the percentage of the 
facility to be allocated to the service of 
the ordinance group of customers. 
The application of this basis for alloca- 
tion by company and city differed in 
one respect. In the determination of 
the nonordinance peaks the city includ- 
ed in these peaks those wartime loads 
as of the period of determination of 
the peak, namely, the first year of the 
ordinance period. The inclusion of 
these loads in such determination re- 
sulted in a lower percentage of jointly 
used facilities being allocated to serv- 
ice of the ordinance groups. As an 
example, this method allocated 13.86 
per cent of power plant values to the 
ordinance group whereas the company 
method allocated 17.89 per cent of the 
value of these power plants to the or- 
dinance groups. 

The company method excluded such 
wartime loads in the determination of 
peaks and the resulting percentages 
for allocation. In applying the per- 
centages thus determined the compa- 
ny excluded from jointly used property 
to be so allocated the specific facilities 
for service of wartime customers and 
in addition to this a 60,000 kilowatt 
turbo-generator, known as Avon Unit 
No. 5, and the so-called Lake Shore- 
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Newburg cables, a 2-circuit under- 
ground 66,000-volt line forming an 
additional link between the Lake Shore 
Plant and the outer high-tension ring 
which connects to the Avon Power 
Plant and the Ashtabula Power Plant. 
These last-named excluded facilities 
were so treated by the company be- 
cause in its opinion such facilities were 
constructed because of the existence or 
prospect of the temporary war load 
customers and would not have been re- 
quired during the ordinance period for 
adequate service to the permanent cus- 
tomers. After determination of the 
proportion of property (exclusive of 
that assigned to wartime loads) as- 
signable to the service of the ordinance 
groups the company then applied the 
over-all percentage thus arrived at to 
the wartime property and assigned 
the amount thus arrived at to the ordi- 
nance group rate base, and as against 
this credited to the return produced by 
revenues from the ordinance group 
the proportionate amount of incremen- 
tal profit produced by the wartime 
loads. By the application of this meth- 
od the company allocated to the ordi- 
nance group rate base $1,022,563 of 
property classified by it as assignable 
to wartime loads and in compensation 
therefor increased the indicated return 
on the ordinance group rate base by 
$238,313.45 of the incremental profit 
received from temporary war loads. 
As above stated both city and com- 
pany used the company experience dur- 
ing the first year of the ordinance. 
During this year the peak of temporary 
wartime loads was 157,000 kilowatts, 
(210,000 horsepower). During the 
ordinance period temporary war loads 
later dropped to 32,700 kilowatts (43,- 
500 horsepower). Were the tem- 
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porary war loads to be included in the 
ascertainment of peak loads for alloca- 
tion the resulting rate base assignable 
to the ordinance groups during the 
second year of the ordinance would be 
higher than in the first year of the ordi- 
nance by reason of the great decline in 
the temporary war loads. 

The process of allocation to assign 
to the rendition of a specific service a 
proportion of property jointly used in 
the furnishing of several services is 
not susceptible of exact mathematical 
determination. However, before ac- 
ceptance, any basis of allocation should 
meet the following tests as to its sound- 
ness : 

The principles incorporated therein 
must be in harmony with the econom- 
ics of the results of the operation ‘of 
the property, consistent throughout 
and give proportionate consideration 
of the purposes for which the property 
is provided and expenses made. They 
must produce equitable results not 
only in this case but in future cases. 
Principles which in their application 
result in the proper interrelationship 
of the several rates for the various 
classes of service and give due regard 
to unusual or nonrecurring situations 
in such a way as to produce sound re- 
sults at all times whether such unusual 
or nonrecurring situations are present 
or not. 

The basis of allocation used by the 
company appears to meet these require- 
ments. The basis used by the city 
appears to fall short of these require- 
ments to the extent that it includes in 
the determination of the respective 
noncoincident peaks the temporary 
wartime loads. The fact that the 
temporary war loads dropped from 
157,000 kilowatts to 32,700 kilowatts 


during the ordinance period demon- 
strates that these loads are temporary 
and their inclusion in determination of 
peak loads for allocation of property 
would produce diverse results at dif- 
ferent dates of application even within 
the ordinance period. The company 
treatment of these temporary wartime 
loads, which credits to the permanent 
customers the incremental profits from 
the temporary loads is consistent with 
the treatment accorded by this Com- 
mission to similar earnings of utilities 
from incremental loads in prior rate 
proceedings and in our opinion is an 
equitable treatment giving due regard 
to the interests of the permanent cus- 
tomers. For the above reasons, in our 
determination of the value of the prop- 
erty used and useful in the furnishing 
of service to those customers whose 
rates are set forth in the ordinance 
complained of, the company method of 
allocation will be used. This method 
of allocation produces a value of $43,- 
487,902, as set forth in Table 2, for 
the reproduction cost new less depre- 
ciation of the property dedicated to the 
service of those customers whose rates 
are fixed by the ordinance appealed 
from. 


Operating Expenses 


Those operating expenses concern- 
ing which the city and company are 
not in agreement are set forth in the 
opening statement of the issues 
herein involved in this finding and 
opinion. These issues as to allowable 
operating expenses will be separately 
discussed. 


Reserve for Postwar Adjustments 


[21-23] The largest single item of 
company expense which was contested 
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by the city was an appropriation for a 
reserve for postwar adjustments which 
was charged against operating ex- 
penses during the first fifteen months 
of the ordinance period. During the 
last nine months of the ordinance pe- 
riod, operating expenses were relieved 
by a credit for a transfer from the re- 
serve. 

The company created the reserve to 
cover deferred war costs of various 
types. The city contended that such 
deferred costs, if any, should be 
charged against the period in which 
they occur or alternately, if a reserve 
were created, it should be set up as a 
surplus reserve and the appropriations 
to the reserve should not be charged 
as operating expenses. 

The question is closely related to 
the amortization of facilities which the 
company was permitted to depreciate 
fully for tax purposes during the war 
period from January 1, 1942, to Sep- 
tember 30, 1945. This increased de- 
preciation deduction substantially re- 
duced income taxes during the said 
period. The amount of the company’s 
appropriation to its reserve for post- 
war adjustments was equal to the 
amount of the tax reduction resulting 
from amortization. 

The company’s evidence showed 
three types of deferred war period 
costs which were attributable either 
to the fact of amortization or to war 
operations. These were: 1. Increased 
income taxes during the postwar life 
of the facilities amortized due to the 
fact that normal depreciation cannot 
be taken on such facilities for income 
tax purposes during the remainder of 
their life because such deduction was 
exhausted by amortization. 2. Ac- 


celerated depreciation arising from 
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such things as premature retirement 
of facilities due to war construction, 
abnormally short lives for facilities 
due to disappearance of war loads, sub- 
standard construction during the war 
due to the use of substitute and poor 
quality materials, lasting damage due 
to deferred maintenance and damage 
resulting from the overloading and 
high load levels of wartime operations. 
3. Miscellaneous postwar operating 
costs, such as deferred maintenance, 
decreased efficiency resulting from de- 
ferred maintenance, increased mainte- 
nance due to poor quality equipment 
and installations made during the war, 
and carrying charges postwar on fa- 
cilities which will be either idle or only 
partially used as a result of war in- 
stallations or are war installations 
which are not economically justified 
for peacetime operations. 

The company’s evidence on these 
various points was virtually undisput- 
ed. The evidence justifies the finding 
that the size of the reserve accumulated 
during the war period is reasonable 
in relation to the probable amount of 
postwar costs resulting from amortiza- 
tion and war operations. 

The expenses which are involved in 
the creation and use of the reserve for 
postwar adjustments are all of the type 
that are properly chargeable as operat- 
ing expenses for rate-fixing purposes. 
Therefore, if the size of the reserve is 
reasonable in relation to the needs for 
which it was created, the only remain- 
ing question is whether or not the ac- 
counting was proper for rate-fixing 
purposes. It is a well-established rule 
of accounting, admitted by city wit- 
nesses, that the revenues and expenses 
for a given period must be matched in 
determining the net income for such 
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period ; i.e., the expenses caused in pro- 
ducing revenues must be charged 
against such revenues. This rule ap- 
plies whether the expenses are actual- 
ly experienced in such period or in 
another period. Any other rule would 
make a “test period” meaningless as a 
basis for fixing rates. The company’s 
method of accounting matched reve- 
nues and expenses with as much ac- 
curacy as possible in the cricumstances 
of the case. It resulted in charging the 
expenses caused by war operations 
and the amortization practices against 
the revenues of the war period. The 
accounting was, therefore, correct, and 
the appropriation to the reserve for 
postwar adjustments should be al- 
lowed as an operating expense. 

It should be noted that the company 
proposes to use the entire reserve for 
postwar adjustments to relieve post- 
war operating expenses. There will, 
therefore, be no windfall to the com- 
pany because this use will either per- 
mit future reductions in rates or limit 
the amount of increases which might 
otherwise be ordered. Moreover, over 
60 per cent of this reserve which will 
be used to relieve future operating ex- 
penses was accrued during a period 
that is not subject to regulation, so 
that the company by its method will 
voluntarily reduce operating expenses 
chargeable against postwar customers 
by approximately $6,600,000 that 
would not otherwise be available for 
such purposes. 

The company also contended that 
the amount of the tax reductions re- 
sulting from amortization constituted 
an inducement to the company granted 
under the war powers of Congress and 
could not, therefore, be used as a basis 
for rate reductions in the event that 
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the appropriation to the reserve for 
postwar adjustments were not allowed. 

We concur in this. However, in 
view of the use which the company ac- 
tually made of the funds realized from 
tax reductions it is not necessary for 
us to place our decision on this ground. 
Even had the company actually ap- 
propriated the amount of the tax re- 
duction to surplus, it is difficult for 
us to see how this Commission could 
have ordered a rate reduction based 
on such tax reductions without defeat- 
ing the clear intent of Congress shown 
from the whole legislative history of 
the Amortizations Sections of the In- 
ternal Revenue Code. 

Inasmuch as this opinion is based on 
the accounting practices of the com- 
pany as outlined above, the order of 
the Commission will require the com- 
pany to continue to use its Reserve for 
Postwar Adjustment for the relief of 
operating expenses subject to the con- 
tinuing supervision of this Commis- 
sion. 

In the oral argument the counsel for 
the city, Mr. Morgan, approved the 
company’s method. R. 1940-1944. 


Regulation Expenses 


[24, 25] The city contended that 
both rate case expense and the com- 
pany’s expense in attempting to nego- 
tiate an acceptable ordinance with the 
city should be disallowed for rate case 
purposes. It was not contended and 
there was no evidence to show that 
such expenses were unreasonable. We 
think it is clear that a company must 
be allowed the expense necessary to 
attempt to negotiate its rates without 
litigation. It is good public policy to 
encourage the fixing of rates without 
appeal to this Commission. 
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We, therefore, approve the rate or- 
dinance negotiation expenditures as 
a proper expense for rate-fixing pur- 
poses. 

The question of rate case expense is 
related to the merits of the company’s 
appeal. Should we find that the ordi- 
nance appealed from is unjust and un- 
reasonable, it follows that the company 
was justified in seeking relief from 
its application. 

A company’s expense in prosecuting 
an appeal to protect its business and 
property where such an appeal is jus- 
tified must be allowed. (East Ohio 
Gas Co. v. Cleveland [Ohio 1939] 27 
PUR(NS) 387; East Ohio Gas Co. 
v. Public Utilities Commission [1938] 
133 Ohio St 212, 22 PUR(NS) 489, 
12 NE 765; West Ohio Gas Co. v. 
Ohio Pub. Utilities Commission 
[1935] 294 US 63, 79 L ed 761, 6 
PUR(NS) 449, 55 S Ct 316.) 


Charitable and Civic Contributions 


[26] During the test year the com- 
pany made charitable and civic con- 
tributions in the amount of $64,000, 
of which, $13,613 was allocable to the 
customers affected by the ordinance 
appealed from. The city contends that 
this amount should not be allowed as 
an expense for rate-fixing purposes. 
The effect on the case is almost nom- 
inal since its allowance or disallow- 
ance would change the rate of return 
only .03 per cent. However, we think 
the matter should be disposed of. The 
evidence is that such contributions are 
made by corporations generally, that 
the amount contributed by the compa- 
ny was reasonable when tested by the 
contributions of others, and that the 
purposes for which such contributions 
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were used contributed to the general 
welfare of the city. 

Expenditures of this character must 
always be carefully scrutinized. The 
testimony in this instance clearly shows 
that with respect to the purpose and 
amount of the contributions that the 
company was selective and prudent. 
The company’s management is shown 
to be civic-minded, alert to the needs 
of the community it serves, and strives 
to provide a utility service of the high- 
est character. It seems to us that the 
allowance of this item, the impact of 
which is insignificant as to any rate- 
payer, and the use of which was for 
salutary purposes, is justified. 


Pension Plan 


[27] The city urges that an allow- 
ance as expense of $343,615.80 cover- 
ing costs of funding the company’s 
pension plan for employees should be 
disallowed as an operating expense. 

In 1931 the company adopted a 
funded plan which provided an annual 
pension equal to 2 per cent of an em- 
ployee’s total earnings from the com- 
pany upon retirement. The plan pro- 
vides for the retirement of women at 
the age of sixty and men at the age of 
sixty-five provided they have had 
twenty or more years of service with 
the company. In its brief at page 123 
the company states: 

“At the time of the adoption of the 
pension plan it was made applicable to 
all employees who reached the retire- 
ment age thereafter. Under the fund- 
ing plan the annual payments are so 
fixed as to provide funds for an em- 
ployee’s pension over the entire period 
of his service. Therefore, the annual 
payment alone would not accumulate 
sufficient funds to pay a full pension to 
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those employees whose service began 
before the adoption of the plan. The 
total cost of funding the program was, 
therefore, measured in part by earn- 
ings of employees prior to February 
of 1931. This was essential to the 
practical operation of the plan. The 
company elected to amortize this por- 
tion of the cost of funding the pension 
program over a period of twenty-five 
years, which roughly measured the 
time during which such employees 
would continue to serve the company. 
The regularity of the amortization was 
interfered with by rising costs, but 
it is expected that the program will be 
completed at the end of the original 
25-year period.” 

Prior to 1943 the company charged 
the annual amounts required to amor- 
tize the unfunded liability to surplus; 
thereafter such charges were made to 
operating expenses which practice the 
company contends is proper and in ac- 
cordance with sound accounting prac- 
tices. It is the claim of the city that 
such expense is a payment for past 
service and in its brief questions the 
motive of the company as to whether 
the adoption of the pension plan vol- 
untarily entered into might not have 
been done to “curry favor of their em- 
ployees as part of the public who might 
help the company in sustaining higher 
rates or getting higher rates when 
such issue might come before the 
council or this Commission.” Other- 
wise the propriety of a provision for 
pension for employees is not chal- 
lenged. 

This Commission in the matter of 
the complaint and appeal of The East 
Ohio Gas Company in Cases Nos. 11,- 
001, 11,218, and 11,442, 56 PUR 
(NS) 73, 86, had before it a similar 
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pension plan and it was observed by 
the Commission in the finding and or- 
der in that case as follows: 

“The claim of the company to the 
allowance of these amortized payments 
as operating expenses in the year 1941 
and thereafter is controverted by the 
city and it is urged that they should be 
eliminated. The claim of the city is 
that this is a deficit which existed as 
of 1931 and should therefore be dis- 
allowed and should not be charged 
against present consumers. No claim 
is asserted and there is nothing in the 
record which questions the wisdom of 
the company’s action in making the 
lump-sum payment. Neither is the 
propriety of the retirement annuities 
to employees questioned. It has fre- 
quently been held by courts and Com- 
missions that payments for annuities 
by companies rendering a regulated 
public service are a proper part of the 
costs of rendering such service. This 
is affirmed, we believe, by the decision 
of the supreme court in the East Ohio- 
Akron Case ( [1938] 133 Ohio St 212, 
228, 229, 22 PUR(NS) 489, 12 NE 
2d 765). Since it appears that the 
company could have properly charged 
to current operating expenses the de- 
ficiency between what an annuitant 
would have received from the annuity 
fund as it stood prior to the payment 
made by the company and which it 
now seeks to amortize, and the amount 
to which such annuitant was entitled, 
and in the absence of any claim or 
showing that the annuity trust fund 
arrangement is improper, we are dis- 
posed to allow the company’s claim in 
this respect.” 


Mr. Sidney L. Hall, vice president 
and secretary of the company, in his 
oral testimony stated that the time of 


67 PUR(NS) 





OHIO PUBLIC UTILITIES COMMISSION 


the adoption of the pension plan in 
1931 and thereafter until 1943, the 
Internal Revenue Act applicable to the 
allowance of pension payments as a 
deduction for tax purposes was not 
very clearly stated and that it was not 
clear as to how to handle such pay- 
ments in the case of insured plans as 
distinguished from trustee plans and 
as distinguished from unfunded plans ; 
that the law was not clear and that it 
led to a great deal of confusion; that 
the Revenue Act of 1942, adopted in 
October, 1942, clarified the situation 
and that subsequent to such amend- 
ment and such clarification the com- 
pany has been permitted to charge as 
an expense, and therefore a deduc- 
tible item for income tax purposes, 
the amount which the city now asks be 
eliminated from operating expenses. 

We are of the opinion that upon the 
record before us that the charge is one 
properly attributable to operating ex- 
penses and we therefore allow the 
same. 


Annual Allowance for Depreciation 


Both city and company, in their 
computations of cost of service for the 
entire electric operations of the com- 
pany allow as an annual charge for de- 
preciation the amount set aside by the 
company as a provision for deprecia- 
tion during the year ended June 30, 
1945, the test year used by both par- 
ties. The differences between the par- 
ties in the resulting amounts for an- 
nual depreciation charged to the fur- 
nishing of service to those customers 
whose rates the ordinance proposes to 
fix result from differences in alloca- 
tion. In our determination of the cost 
of service to the ordinance customers 
we are including for depreciation the 


67 PUR(NS) 


resulting allocated portion of the an- 
nual provision of the company for de- 
preciation for the year ended June 30, 
1945, resulting from the application of 
those bases of allocation adopted here- 
in. 


Return Provided by Ordinance Rates 


[28] After deduction of the costs of 
service as determined herein, Table 5 
which is made a part of the finding and 
opinion shows that the rates set forth 
in the ordinance herein appealed from 
will provide for the year ended June 
30, 1945, a return to the company of 
4.06 per cent on the herein found $43,- 
487,902 value of the property used and 
useful in the furnishing of service to 
those customers whose rates the ordi- 
nance proposes to fix. 

The city contends that if reproduc- 
tion cost new less depreciation is to be 
used as a rate base a return of 4 per 
cent on such rate base is a reasonable 
return and offers in support thereof the 
testimony of its witness, Mr. C. W. 
Smith. However, the witness Smith 
characterized the submitted opinion as 
to adequacy of a 4 per cent return on 
reproduction cost new less deprecia- 
tion as “a speculation as to reproduc- 
tion cost of capital.” He further stat- 
ed that he could not “realistically in a 
practical manner determine a fair rate 
of return to be applied to reproduction 
cost rate base.” The city presented 
no evidence concerning rate of return 
applicable to the ordinance classes in 
the territory subject to the ordinance. 
The testimony submitted by the city 
was relative to an adequate return from 
all electric operations of the company. 
The company presented testimony con- 
cerning adequate return from all elec- 
tric operations and in addition thereto 
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testimony in support of its claim that 
not less than 6 per cent return on a 
reproduction cost new less depreciation 
rate base should be allowed for service 
to the ordinance classes. 

In the light of the testimony sub- 
mitted in this case, the return pro- 
vided by the rates set forth in the or- 
dinance complained of and appealed 
from appears to be insufficient and in- 
adequate and this opinion and finding 
so holds. 


Rates Fixed in Substitution for 
Ordinance Rates 


Under the provisions of § 61446 
of the laws of Ohio, the Commission 
having herein found that the rates pro- 
vided in the ordinance complained of 
and appealed from are unjust, unrea- 
sonable, and insufficient to yield rea- 
sonable compensation for the service, it 
then becomes the duty of this Com- 
mission, according to the facts in this 
case, to fix and determine the just and 
reasonable rates to be charged in sub- 
stitution therefor. 

The ordinance proposes to fix the 
rates for two years from July 7, 1944, 


the effective date. The company, in 
its brief, states that as a practical mat- 
ter it is neither just nor reasonable to 
apply rate increases retroactively and 
requests this Commission to fix the 
schedules of rates which were in ef- 
fect immediately prior to the effective 
date of the ordinance as just and rea- 
sonable rates for the ordinance period. 
Table 3, made a part of this finding 
and opinion, shows that for the year 
ended June 30, 1945, the presently 
collected rates which were the rates in 
effect just prior to the passage of the 
ordinance appealed from, provided a 
return of 4.43 per cent on the herein 
found rate base of $43,487,902. In- 
the light of the facts in this case such 
a return does not appear to be exces- 
sive. An order consistent with the 
findings herein will be accordingly 
drawn finding that the rates pre- 
scribed in the ordinance herein com- 
plained of and appealed from are un- 
just, unreasonable, and insufficient to 
provide reasonable compensation to the 
company, and substituting therefor the 
rates and charges in effect just prior 
to the passage of said ordinance. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Bertil Peterson et al. 
: 


Wisconsin Telephone Company et al. 


2-U-2252 
January 17, 1947 


tern for order directing telephone company to extend 
service ; service authorized. 


Monopoly and competition, § 86 — Telephones — Objection to extension of 
service. 
1. The objections of a competitor to a telephone company’s extending its 
lines into a new area were overruled where the objector’s service in the area 
had not been dependable and its facilities had deteriorated, and where, be- 
cause of the business and social relationship of the subscribers to be served, 
public convenience and necessity required the extension, p. 93. 


Service, § 179 — Telephones — Extension to new area — Public convenience and 
necessity. 
2. The Commission will authorize a telephone company to extend its lines 
beyond its service area where the company has indicated its willingness to 
do by and where public convenience and necessity requires the extension, 
p. 93. 





Service, § 490 — Duty to order extension — Inadequacy of authorization — Tele- 
phones. 
Statement in dissenting opinion that where prospective telephone subscrib- 
ers request an order directing a utility to extend service, the Commission, 
on finding that public convenience and necessity requires the extension, 
should order and not merely authorize the utility to render service, even if 
its willingness to do so has been previously indicated, p. 94. 


(Bryan, Commissioner, dissents.) 
. 


By the Commission: On Septem- ing to extend service immediately to 
ber 20, 1946, Bertil Peterson and six- one petitioner and to the others upon 
teen others filed a petition with the waiver of objection by the Hartland 
Commission requesting that Wiscon- Telephone Company. 
sin Telephone Company be required to 
extend telephone service from its Ells- APPEARANCES: Bertil Peterson, 
worth exchange. On October 15, Bay City, for petitioners; Wisconsin 
1946, Wisconsin Telephone Company Telephone Company by Fred E. Man- 
notified the Commission that it is will- chester, Rate Engineer, Milwaukee, 


67 PUR(NS) 92 








Se! 


H. 





_ 


)- 
ny 
ny 


if 





PETERSON v. WISCONSIN TELEPHONE CO. 


and E. L. Dexter, District Commercial 
Agent, Eau Claire, for respondent; 
of the Commission staff: K. J. Jack- 
son, rates and research department. 

The petitioners operate farms locat- 
ed in sections 2, 3, 10, 11, and 17 of 
the town of Hartland, Pierce county. 
This area is about 5 miles from the 
Ellsworth exchange of Wisconsin 
Telephone Company and 4 miles from 
the Esdaile exchange of the Hartland 
Telephone Company. 

[1, 2] Testimony presented by the 
petitioners indicated that the Hartland 
Telephone Company had at one time 
furnished telephone service in the area. 
The quality of such service deteriorat- 
ed to the point where everyone discon- 
tinued its use. The poles and wire 
have gradually disappeared. The 
Hartland Telephone Company has in- 
formed the petitioners that it is op- 
posed to the Wisconsin Telephone 
Company entering the area as it de- 
sires to reéstablish its lines as soon as 
materials become available. The peti- 
tioners do not desire Hartland Tele- 
phone Company service because such 
service has not been dependable in the 
past and because the present plan pro- 
poses the establishment of a grounded 
line which will be subject to inductive 
interference from the electric lines in 
the area. Further testimony indicated 
that the petitioners are in the trade 
area of Ellsworth and have their prin- 
cipal business and social relationships 
with telephone users now connected 
to the Ellsworth exchange. 


Wisconsin Telephone Company sub- 
mitted testimony indicating that it is 
willing to extend Ellsworth exchange 
service to the petitioners provided the 
Hartland Telephone Company with- 


drew its objection or the Commission 
ordered it to extend. 

It appears to the Commission that 
inasmuch as the Wisconsin Telephone 
Company is willing to extend its serv- 
ice to the petitioners, the essential is- 
sue to be determined is whether such 
extension is not required by public 
convenience and necessity. The evi- 
dence in our opinion is not sufficient to 
show that the rendition of service as 
requested by the petitioners is not re- 
quired by public convenience and ne- 
cessity. 

The Commission finds : 

1. That Wisconsin Telephone Com- 
pany has signified in this proceeding 
its willingness to furnish service from 
its Ellsworth exchange as requested 
by the petitioners herein. 

2. That the evidence herein is not 
sufficient to show that the rendition 
of such service to said petitioners is 
not required by public convenience and 
necessity. 

The Commission therefore con- 
cludes : 

That Wisconsin Telephone Com- 
pany should be authorized to extend 
its Ellsworth exchange service to the 
petitioners herein. 


ORDER 


It is therefore ordered: 

That the Wisconsin Telephone 
Company be and hereby is authorized 
to extend service from its Ellsworth 
exchange to the following occupants 
of the premises in sections 2, 3, 10, 11, 
and 17, town of Hartland, Pierce coun- 
ty: [List of persons omitted]. 

Bryan, Commissioner, dissenting : 
Because the representatives of the 
Wisconsin Telephone Company at the 
hearing expressed a willingness on the 
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part of said company to extend its lines 
as requested if ordered to do so by 
the Commission, the majority appar- 
ently concludes that the proceeding is 
under § 196.50(2) Statutes and 
makes a finding appropriate to that 
section. I know of no instance in the 
past where the Wisconsin Telephone 
Company has contested in the courts 
an order of this Commission requiring 
it to extend its rural lines. It has al- 
ways been willing to make such exten- 
sions when ordered to do so by the 
Commission. Its position in this case 
is not new, nor does its willingness to 
extend its lines as ordered result in 
any enlargement of the power of the 
Commission. The power of the state 
of Wisconsin does not rest on the 
whim of any public utility. 

Obviously, however, this proceed- 


ing is not under § 196.50(2), unless 
that section applies to involuntary ex- 
tensions of service. If an order of 
the Commission is necessary before 
the company is willing to act, there is 
no voluntary status. No written no- 
tices as required by that section have 
been given. 

In my opinion the extension of serv- 
ice requested should be ordered and 
not merely authorized. Moreover, the 
order should be grounded, not on the 
whim of the Wisconsin Telephone 
Company, but on the power of the 
state as set forth in §§ 196.26 to 
196.37, Statutes, inclusive to require 
a telephone company to provide rea- 
sonably adequate facilities and service 
to the public. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Reverend L. B. Melvin 


Wisconsin Telephone Company et al. 


2-U-2286 
January 20, 1947 


ETITION for order directing a telephone utility to render serv- 
Pize to residence; service authorized. 


Monopoly and competition, § 86 — Telephones — Duplication of facilities. 


A telephone utility was authorized to serve a residence in an area where its 
undertaking overlapped that of another utility even though the residence 
was already connected to the lines of the other company by facilities left 
by a previous tenant, where no showing was made that the rendition of 


service was not required by public convenience and necessity. 
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Service, § 490 — Duty to order service — Adequacy of authorization order. 
Statement in dissenting opinion that the Commission, after finding that a 
prospective subscriber is entitled to service, should order that he be served 
and not merely authorize the utility to extend service, p. 96. 


(Bryan, Commissioner, dissents.) 


By the Commission: In Septem- 
ber, 1946, Reverend L. B. Melvin, 
Route +3, Evansville, called at the 
office of the Commission and com- 
plained that the Wisconsin Telephone 
Company had refused to extend serv- 
ice to his premises from its Evansville 
exchange. Informal investigation dis- 
closed that the Footville Telephone 
Company objected to the installation 
of service by Wisconsin Telephone 
Company because it is prepared to ren- 
der service at the premises and has fa- 
cilities connected to the complainant’s 
residence left by a previous tenant. 
Notice of investigation and hearing 
and assessment of costs was issued on 
December 4, 1946. 


APPEARANCES: Reverend L. B. 
Melvin, Evansville; W. E. McGavick, 
Attorney, and F. E. Manchester, Gen- 
eral Commercial Engineer, Milwau- 
kee, for Wisconsin Telephone Com- 
pany; Rieser and Mathys, by Willard 
S. Stafford, Madison, and Mrs. J. D. 
Kratz, Secretary, Footville, for Foot- 
ville Telephone Company ; of the Com- 
mission Staff: K. J. Jackson, rates 
and research department. 


The residence of Reverend L. B. 
Melvin is located in the southeast 
quarter of the southeast quarter of 
section 15, town of Magnolia, Rock 
county. The residence is about 200 
feet west of the unincorporated com- 
munity of Magnolia which in turn is 
located at the intersection of state 
trunk highway 13 and county trunk 


highway A. Magnolia is about 44 
miles south of Evansville and 43 miles 
northwest of Footville. Wisconsin 
Telephone Company and Footville 
Telephone Company are rendering 
telephone service in Magnolia at the 
present time. Wisconsin Telephone 
Company has a line extending south 
from Evansville that terminates about 
200 feet east of the Melvin premises. 
It also has another line extending 
south and west from Evansville that 
terminates about 300 feet west of the 
Melvin premises. In fact testimony 
presented at the hearing shows that at 
one time Wisconsin Telephone Com- 
pany had a line along the highway 
that passes the Melvin residence. 
Footville Telephone Company has a 
line extending east and north from 
Footville that rendered service to Rev- 
erend Melvin’s predecessor. It is ap- 
parent that the premises now oc- 
cupied by the complainant are within 
the undertaking of service of the 
Wisconsin Telephone Company and 

the Footville Telephone Company. 
Testimony submitted by Wisconsin 
Telephone Company indicates that 
when Reverend L. B. Melvin applied 
for Evansville service it endeavored to 
obtain the consent of the Footville 
Telephone Company to furnish the 
service that had been requested. Foot- 
ville Telephone Company would not 
agree to allow the Wisconsin Tele- 
phone Company to install service at 
this location and, subsequently, filed 
objection to the proposed extension 
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with the Commission. The testimony 
further shows that Wisconsin Tele- 
phone Company believes that its un- 
dertaking of service includes the gen- 
eral community in which Reverend 
Melvin is located. As a solution of 
the telephone problem within the im- 
mediate area of Magnolia, Wisconsin 
Telephone Company suggests that 
telephone users be allowed to choose 
the service they desire. It proposes 
that the immediate territory in and 
around Magnolia be considered as 
“open” territory and telephone users 
residing in such area be ailowed to 
subscribe to the service of either com- 
pany, or both. 

Testimony submitted by the Foot- 
ville Telephone Company indicates 
that it objects to the extension of Wis- 
consin Telephone Company service to 
Reverend Melvin because it will result 
in a further duplication of telephone 
facilities in the area. It also considers 
Magnolia to be in the trade area of 
Footville. With respect to the sug- 
gestion of the Wisconsin Telephone 
Company that the area be considered 
as “open” territory, the secretary of 
the Footville Telephone Company 
stated that she was opposed to the es- 
tablishment of such an area. 

Reverend Melvin testified that 
Evansville service would be more de- 
sirable than Footville service because 
a very careful survey indicated that 
about two-thirds of his church mem- 
bers resided in the area served by the 
Evansville exchange. 


The Commission finds: 

1. That Wisconsin Telephone Com- 
pany has indicated in this proceeding 
that its undertaking of service from 
its Evansville exchange includes serv- 
ice to the Reverend L. B. Melvin 
premises located in section 15, town 
of Magnolia, Rock county. 

2. That the evidence herein is not 
sufficient to show that the rendition of 
such service to Reverend L. B. Melvin 
is not required by public convenience 
and necessity. 

The Commission therefore con- 
cludes : 

That Wisconsin Telephone Compa- 
ny should be authorized to extend 
its Evansville exchange service to 
the premises of Reverend L. B. Mel- 
vin. 


ORDER 


It is therefore ordered: 

That the Wisconsin Telephone 
Company be and hereby is authorized 
to extend its service from its Evans- 
ville exchange to’ the premises of 
Reverend L. B. Melvin located in 
section 15, town of Magnolia, Rock 
county. 


Bryan, Commissioner, dissenting : 
I am of the opinion that the extension 
of service requested should be ordered 
and not merely authorized for the rea- 
sons set forth in my dissenting opinion 
in Docket 2252, Peterson v. Wiscon- 
sin Teleph. Co. decided January 17, 
1947, 67 PUR(NS) ante, p. 92. 
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$6,700,000 Program Proposed 


By Carolina Pwr. & Lt. 


A 1947 construction budget estimated at $6,- 

700,000 has been announced by the Caro- 
lina Power & Light Company. 

This year’s budget, containing funds for 
many different items, is the largest approved 
by the company since 1930. Principal items 
are: Continuation of the postwar rural line 
building program, a 132,000-volt_interconnec- 
tion with Appalachian Electric Power Com- 
pany, enlargement of substations and improve- 
ments of generating plants, and installation of 
frequency-modulation -communication systems 
in Asheville, North Carolina, Florence, South 
Carolina, and Greeleyville, South Carolina. 

The largest single item in the 1947 budget 
is the sum of $2,200,000 for the construction of 
1,500 miles of new rural lines, which will bring 
electric service to about 7,500 new rural cus- 
tomers throughout the company’s territory in 
the Carolinas. 

The company’s overall postwar rural con- 
struction program is aimed at the building of 
a total of 4,600 miles of new rural lines by 
sometime in 1948, adding a total of 22,400 new 
rural customers. 

More than $1,000,000 is included in the 1947 
construction budget for the extension of lines 
to serve new customers other than rural. 

The budget for 1947 provides in excess of 
$1,000,000 to build a 132,000-volt line for a 
second interconnection with Appalachian Elec- 
tric Power Company, which serves West Vir- 
ginia and western Virginia. 

Almost $1,000,000 also is provided for in- 
creasing the capacity of present facilities to 
meet the general growth in demand for all types 
of customers for electric service. A number 
of substations will be enlarged, and general 
generating plant improvements are planned. 

The $6,700,000 approved for 1947 constitutes 
only that portion of the costs for many con- 
struction projects which is expected to be spent 
during the present calendar year. Some of 
these projects will require additional large ex- 
penditures during 1948. 


Davey Tree Appointment 


PPOINTMENT of Francis R. Lancaster, 
plant pathologist, to the research staff of 
the Davey Tree Expert Company, and the 
faculty of the Davey Institute of Tree Service, 
was announced recently by Martin L. Davey, 
Jr., president. 
In addition to various types of research 
work, Mr. Lancaster will take over that part 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

tv government owned utilities; 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


news concerning prod- 





of Davey Institute instruction covering plant 
diseases, and will also be in charge of cor- 
respondence, concerning tree diseases, with 
field men and clients. 


Building ‘Two Developmental 
Gas Turbines 


wo developmental gas turbines, one a 5,- 
000-kw machine for electric power sta- 
tions, and the other a 4,800-hp unit are being 
constructed by the General Electric Company. 
Alan Howard, G-E turbine-generator design 
engineer at Schenectady who headed design 
and development of the TG-100 Propjet, and 
TG-180 jet engines now powering the latest 
U.S. fighter planes, reve: aled that the company 
is also concentrating its facilities on gas tur- 
bine development in the nonaircraft field. 
Shop tests of the 4,800-hp turbine are sched- 
uled to begin this spring. The stationary power 
plant is in the design stage and will not under- 
go factory test until 1948. 


Albright & Friel Move Offices 


A BRIGHT & FRIEL, INC., consulting engineers, 
announce the removal of their offices to 
Suite 816-822, 1528 Walnut street, Philadelphia 
2, Pennsylvania. 

They will continue in engineering practice 
specializing in municipal engineering, water 
supply and purification, sewage collection and 
disposal, industrial wastes and refuse disposal, 
investigations, valuations, reports, real estate 
developments, street paving, architectural, 
title and topographical surveys, city planning, 
airfields, industrial buildings, power and light, 
dams, fiood control, design and supervision of 
construction, laboratory for chemical and 
bacteriological analyses. 


1947 Construction Budget 
Will Exceed $33,000,000 


ONSUMERS Power CompaNny’s board of di- 
i rectors has approved a construction bud- 
get for 1947 providing for estimated expendi- 
tures in excess of $33,000,000, it is announced 
by Dan E, Karn, vice president and general 
manager. 

The construction budget lists scores of 
projects for the expansion and improvement 
of the company’s electric and gas service fa- 
cilities in many parts of Michigan. It is the 
largest 12-months’ program ever undertaken by 
Consumers. 

“Since the beginning of the war, the use of 
electricity and gas in the area served by the 
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Company has been growing rapidly,” Mr. Karn 
said. “Meanwhile we have been prevented by 
wartime restrictions and postwar shortares 
of materials from expanding our power plants, 
electric lines, and gas distribution system as we 
normaliy would have done. So a backlog of 
construction needs has developed. To elimi- 
note this b: icklog while meeting the antici- 
pated growth in our customers’ electric and 
gas requirements will necessitate an unusual 
amount of construction during each of the next 
few years.” 

Electric generating capacity is to be in- 
creased sharply. 

During 1946 the company began construction 
of a large electric generating station, the B. C. 
Cobb plant, at Muskegon. It has been decided 
to increase the capacity of this plant 50 per 
cent, Mr. Karn said. 

Further enlargement of the John C. Weade ck 
plant in Essexville, near Bay City, also hs 
been decided upon. 

Another generating unit has also been 
ordered for the Bryce E. Morrow plant in 
Comstock, near Kalamazoo. When installed 
in 1949, it will increase the plant’s capacity 50 
per cent. 

More than half of the electric department’s 
1947 construction budget, or some 25,000,000, 
is to be spent in expanding and improving 
transmission lines, substations, and distribution 
lines. F ; : 

Consumers has just completed formation of 
a subsidiary, Michigan Gas Storage Company, 
which will proceed with the development of 
the Winterfield and Cranberry Lake natural 
gas fields as a natural gas storage area where 
gas from the southwestern states may be stored 
in the warmer months for use in winter. 

Expansion and improvement of the gas dis- 
tribution system will require an expenditure 
of $1,800,000 during the year. 


$9,000,000 Program Planned by 
South Carolina Pwr. Co. 


ETAILS of the $9,000,000 construction pro- 
D gram planned by the South Carolina 
Power Company were released recently by 
E. L. Godshalk, president of the company. 

The money will be spent throughout the 
fifteen counties in which the company operates, 
Mr. Godshalk said, Some of the major pro- 
jects are already underway or completed, he 
reported. Plant Hagood, an electric generating 
plant on the east bank of the Ashley approxi- 
mately one mile from Charleston, will be com- 
pleted during the middle of 1947. 

A new high-tension line running from 
Mount Pleasant to McClellanville was placed 
in operation on December 19 of last year. Con- 
struction of another new high-tension line into 
Graniteville, increasing the power available in 
Aiken, Barberg, Barnwell, and Edgefield coun- 
ties, has been announced. 

Plans are underway to similarly increase the 
power available in the inland portion of the 
Charleston-St. George region by the construc- 
tion of new lines and substations. More than 
200 miles of rural lines were built by the com- 
pany in the past year, and at least the same 


number of miles of rural lines are planned 
for 1947. 

Many of the substations throughout the en- 
tire area served by the company are to be in- 
creased in size. It is estimated that the com- 
pany will have to spend several million dollars 
on new distribution lines and equipment to 
take care of the new customers moving into 
this section of the country, 

Although some of the work is not yet com- 
plete, the company allocated approximately $3,- 
100,000 for new projects during 1946, The 1947 
and 1948 cost of new projects will amount to 
around $4,400,000 and $1,600,000 respectively. 
ey transmission lines are to cost a total of 

$1,900,000. New distribution equipment will 
cost around $3,750,000. 

Plant improvements at the Charleston gas 
plant will amount to $260,000 and improve- 
ments to the company’s transportation sys- 
tem will cost approximately $160,000. 


$10,600,000 Construction 
Program for 1947 


LABAMA Power CoMPANY expects to spend 
i around $10,600,000 for new construction 
in 1947, This program is one of the largest 
in the history of the company. Work will be 
started on a new 120,000 kilowatt steam plant 
at Gadsden, and further improvements and ex- 
tensions will be made to provide service to 
rural areas and to urban, commercial, and in- 
dustrial customers. 

The power output of Alabama Power Com- 
pany in 1946 reached an all time high. Around 
29,000 new customers began taking service from 
the company’s lines in 1946, making a total of 
238,000 customers served by the company at 
the end of the year. At least another 29,000 
new customers will be added in 1947, if mate- 
rials and supplies permit. It is expected that 
by 1948 practically all farms in the company’s 
service area will have electricity available. 

Further increases in power demands in large 
amounts are expected from existing industries 
that have planned to enlarge their present mills 
and factories and to erect new ones. These 
prospects for economic progress in Alabama 
indicate that company expenditures for new 
power plants, lines and other facilities during 
the next four years may well equal $50,000,000. 


G-E Appointment 


"yp M. Wricut, sales engineer in Gen- 
eral Electric’s Chicago office, has been ap- 
pointed assistant manager of the turbine divi- 
sion in Schenectady, it was announced by C. S. 
Coggeshall, manager of the division, 


A-C Bulletin 


lg ee y products for heating, ven- 
tilating, and air conditioning, which are 
used in a variety of installations from depart- 
ment stores and office buildings to aviation 
wind tunnel testing, are presented in a new 
bulletin released by the company. 

Equipment portrayed and described includes 
Texrope V-belt drives, centrifugal pumps, a-c 
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the Hew INTERNATIONAL KB-7 


One of 15 Basic Models in the NEW International Line 


@ FORTY YEARS of truck building 
are commemorated by Interna- 
tional Harvester’s brilliant new 
KB Line—15 basic models that 
incorporate numerous mechan- 
ical features and improvements 
and the most advanced styling in 
the truck industry. 

International Model KB-7 above is an example. 
This unit, with three-way round front dump body 
with a cubic capacity of three yards, is especially 
adapted to cis. county and state highway jobs where 
tratic is heavy. 

The Internationai KB-7 has a gross weight rating 
of 16,500 to 21,500 pounds, and is available in these 
wteelbases: 134, 146, 158 and 176 inches. It is 
powered by the famous International Blue Diamond 
269 Engine, which develops 100 brake horsepower 
at 3000 r.p.m., and 200 pound feet of torque at 


Tune in James Melton on “Harvest of Stars’ every Sunday! NBC Network. 


See newspaper for time and station. 


INTERNATIONAL 7rucks 


eeeeeeeeeeeeeeeeeeeeeeee 


40TH ANNIVERSARY OF 
INTERNATIONAL TRUCKS 
1907-1947— Forty Years of 
International Truck Service to 
Commerce, Industry, Agriculture 


1600 r. p.m. 

Gross weight ratings of the 15 
basic models in International's 
new KB Line range from 4,400 
to 35,100 pounds. Because of the 
almost endless list of options and 
conversions available,- these 15 
models convert and adapt into 
more than 1,000 transport units, which means that 
in the complete International Line there is a truck of 
the right type, size and power for every city, county 
and state job. 

KB Internationals—the finest in 40 years of Inter- 
national Truck history—are backed by famous Inter- 
national Truck maintenance and service. For details, 
see your International dealer or branch. q 

Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 4 
180 N. Michigan Ave. Chicago 1, Illinois 
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For Auy Grounding Connector — 
open your Peun-Union Catalog 

---you'll find what you 


need in the compdede line 


The wide variety offered in the 


Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment .. . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


CONDUCTOR ee ee oe Se 
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and d-c motors, a complete line of motor con- 
trol, dry-type transformers, and a-c and d-c 
welders. 

The 12-page bulletin, 25B6183, is available 
upon request from the Allis- Chalmers Mfg. 
Company, Milwaukee 1, Wisconsin, 


Ohio Edison Co. to Spend 
$14,000,000 on Expansion 


TS Ou1o Eptson ComMpaANy will spend 
$14,000,000 on an expansion program that 
will add 120,000 kw of new generating facili- 
ties to the company system. An addition, hous- 
ing two new generating units, will be built at 
the Toronto steam-electric generating plant on 
the Ohio river, raising the capacity of the 
Toronto plant to 300,000 kw. Other features 
of the program include a 44,000 kw expansion 
to the Gorge plant in Akron and a 23,000-kw 
addition to the Mad river plant in Springfield. 


Dayton Power & Light Has 
$12,000,000 Program 


Te adequately meet future requirements for 
electric service in the twenty-four Ohio 
counties in which it operates, The Dayton 
Power and Light Company has planned a $12,- 
000,000 expansion program. 

An integral part of the plan is a new power 
plant on the Great Miami river, just south of 
Miamisburg, and will have a 100,000 kilowatt 
capacity. This modernistically designed gen- 
erating station will increase the overall com- 
pany capacity to 310,000 kilowatts. It will 
house two new 50,000 kilowatt turbines as 
added service to the present 210,000 kilowatt 
capacity of the Millers Ford plant. 


Mississippi Pwr. Has Four-Year 
Construction Program 


4 i=. MississipP1 Power CoMPANY is launch- 
ing a four-year construction program to 
cost more than $11,000,000. Principal projects 
involved are the construction of a third hp 
steam electric generating unit at Plant Eaton, 
115 miles of 110,000 volt and 150 miles of 44,- 
000 volt transmission lines. Provision is made 
for expanding existing substation capacity, 
adding new stations, strengthening distribution 
system and extending rural and urban lines. 


$16,400,000 Expansion Program 


LORIDA Power & LicgHt CoMPANy has a 
F sic, 400,000 construction budget for 1947. 
The program consists of 131 items for electric 
and gas properties. 


Jessup Joins Cornish Wire 
F. Jessup, until recently chief of the 


Ww. wire mill branch, copper division, of 
the Civilian Production Administration, has 
joined the Cornish Wire Company, 15 Park 
Row, New York city, as sales manager of that 
organization’s cord division. 


Th 
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WHEN YOUR PROFITS, ON THE 
TRENCHING JOBS DEPEND ON: 


@ low operating costs @ fast accurate digging 
: @ minimum “down time” @ setting a fast pace for 
. @ a dependable, high wns om 
P daily footage @ low transportation cost 


For CLEVELANDS deliver just this type of performance 
m BECAUSE of their correct, full-crawler mounted wheel 
type design ... rugged, superior quality construction... 
ample, rightly applied power .. . and wide range of 
7 digging and travel speeds. 


THE CLEVELAND TRENCHER CO. 


of 20100 ST. CLAIR/AVENUE * CLEVELAND 17, OHIO 
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... SINCE "WAY BEFORE 











Win the opening of Pearl Street Station in 
1882, Thomas A. Edison ushered in a new idea 
in commercial lighting—with steam supplied 
by B&W boilers. B&W was the logical place 
for Mr. Edison to turn for his boilers. Years 
before, Babcock & Wilcox had ushered in 
another cra in safe, efficient steam generation 





— already had considerable experience with 
boilers of the type that would best meet the 
requirements of the new lighting plant. 




















Since then B&W has never outgrown its 
original habit of advanced thinking—of hav- 
ing new ideas—of pioneering developments 
that steadily raised the standards of boiler 
making and operation. 












































Progress in steam generation since Pearl Street 
days is typified in two million-pound-per-hour 
B&W boilers of this design recently installed at 
Hell Gate Station, New York City. 
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=kORDER.*¥~ 
soo 4/0 Reanwwsfodte Edison’s original Pearl Street Station included 
: ‘n ae wat four 216 hp. B&W boilers of the type shown 
Te "= scans a. below. 


THE BABCOCK & WILCOX 60., 


W Cortlandt Street, Hew York 





Ge vetlersens 
4 sit 
AWe hereby accept your proposition dated / rerat C°/4FF for 7 
Mouse Power M&W. Mole , Me Leet scr. one Lacw 
, 
vt ig. amy CG Lfit« ot agreuunt 


LA Aon ALAS “as 


Mavens coqee » Frome Ci Wamnnahag, be of Garton 
Dorsiptoos one al tobe used ~P. 


afety Valve to Clow at //5— Bhs ete (2 (bs wmlers otherewire ordered) 
Date to be Delivered _¢§ ge, tert Arad 

Wipping rections LMOK he WD KA pork of 
AO eon ttrnrteer toning om 

















Facsimile of order from Mr. Edison for B&W 
boilers for his Sunbury, Pa., plant — the first 
central lighting station to employ the three- 
wire system. 








ee i 
FOR P 


one, 





ag 


Rag ee ; 
8 i 
oy 
8 

o 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








28 


Public Utilities Fortnightly April 10, 1947 





— 











a mae 





OFF THE PRESS! § = PROCEEDINGS OF THE 1946 
| CONVENTION 


OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important volume is printed in a limited 
edition. It contains valuable discussions and re- 
ports on the following provocative and timely 
subjects: 





Rate Making and Regulation of Public Utilities — Valuation — Depreciation — Tele- 
phone Regulatory Problems (including Mobile Telephone Service, Rural Telephone 
Needs, Telephone Rate Structure) — Accounting — The Telegraph | Problem — Air 
Commerce — Gas and Oil Production — Transportation 


These and others 88.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER PUBLICATIONS OF THE 
NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts .................... $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 need erase ed weakarey 1.25 

1943 Report of the Committee on Depreciation (277 pages) ............ 2... 2.02 cece eens 3.50 
Valuation: 

ey Cet ie Os ID Gh WU 8 a ee etn sccvsdoncedececsevcieswnecccens 1.25 

Comments on 1946 Valuation report by Advisory Counsel John E. Benton ..................-. 75 
Rates of Public Utilities, Committee Report on..... eee een er ee 50 
Mobile Telephone Service: 

I lol ng ic edi wi bein we ceo dda eke eee werecdaeeeukeawe Men 

ee ee eh OD. oo 50555055565 tend SER pi SEN ese ESTs 406s 8a <b cnleee 50 
Interpretations of Uniform System of Accounts for Electric Utilities................ 1.50 
interpretations of Uniform Sysem of Accounts for Gas Utilities.................... 1.50 


Interpretations of Uniform System of Accounts for Water Utilities................... 1.50 
Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water 
Utilities ($2) Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 








—_— _— 
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PROFESSIONAL DIRECTORY 
© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. > > > 
Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 
DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORE PHILADELPHIA CHICAGO 
PACKARD BUILDING 
ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 


BUtterfield 8-2600 


£2 ford, Bacon & Davis 


8D VALUATIONS EF ; CONSTRUCTION 
REPORTS Ngineers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








ENGINEERS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 


Operating Betterments, i" Personnel Relations, 
Inspections and Surveys, Reading Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington e New York Accident Prevention, 








FREDERIC R. HARRIS, INC. 











Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 





(Professional Directory Continued on Next Page) 
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baie HLA. KULJIAN & COMPANY 222 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 





ae 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Publie Utility Engineers and Operators 
Ice and Refrigeration 


§ aluations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H,. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 








120 Broadway ‘New York 
PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 


STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS Sap 


AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ili. 
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PROFESSIONAL DIRECTORY (concluded) 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 


Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


Consulting Engineers 


Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, tndustrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatve St., CHicaco 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 


struction of Public Utility Properties 


4706 BROADWAY 


KANSAS CITY, MO. 


FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








ROBERT T. REGESTER 


Consulting Engineer 


Hypravu.tic Structures — UTILITIES 
FLoop ControL — WATER Works 


Baltimore Life Bldg. Baltimore 1, Md. 





W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








A. S. SCHULMAN ELEctTric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 


COMMERCIAL INSTALLATIONS 


537 SouTH DEARBORN St. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


pF Resi AND INDUSTRIALS 
SUPERVISION OF CONSTRUCTION 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 


BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 
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| THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILLINOIS 






$ MERCURY © 
§ $WITCHES 


are used in all Mercoid Controls. 
They assure better control performance 
and longer control life. That is why 
Mercoid Controls rate a very high 
percentage of customer satisfaction 
-a good reason for featuring- 


MERCOID 
CONTROLS -; 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 
including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 
help you solve them. 


Exide | 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


“> 
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